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TUESDAY, JUNE 3, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met in executive session in room G-—3, United 
States Capitol, at 10:45 a. m., Hon. Robert C. Byrd, chairman of the 
subcommittee, presiding. 

Mr. Byrp. The subcommittee will come to order. 

The Subcommittee on Inter-American Affairs is beginning today a 
review of the relations between the United States and the other 
American Republics and a review of United States foreign policy 
in the Western Hemisphere. 

L believe that good relations between the United States and the 
Latin American Republics are vital to our security and essential to our 
continued prosperity. Our objectives should continue to be, as in the 
past, to live together as good neighbors. Recent events have sug- 
gested that perhaps there has been a failure to maintain satisfactory 
neighborly relationships. If these relationships are deteriorating, the 
subcommittee wishes to find out how and why. 

The object of the study to be made by the subcommittee is to find 
what the facts are and to develop an understanding of the conditions 
that exist in the various countries, the attitudes of their people and 
the problems which confront them. 

We want to hear the full story and we want to encourage a frank 
discussion and exploration of the situation. For this reason, the hear- 
ings will be conducted in executive session. It is my hope that it 
will be possible to publish an informative transcript of the hearings 
from which any material which must necessarily be classified will be 
deleted. 

This morning we have with us Hon. Roy R. Rubottom, Jr., Assist- 
ant Secretary of State for Inter-American Affairs. 

He is accompanied by Hon. William B. Macomber, Jr., Assistant 
Secretary of State for Congressional Relations, and Mr. Edward W. 
Clark of the Office of C coerenee al Relations, Department of State. 

Also present is Mr. G. L. Schmidt, Deputy Assistant Director, 
USIA, Latin America. 

This morning we are launching our hearings and we hope on Thurs- 
day of this week to have with us Mr. Terry B. Sanders, Jr. I will 
announce the names of the people who w ill be with us during the 
course of the hearings over the next 3 days in which we have hearings 
and also the subjects of the hearings. That will enable the members 
of the subcommittee and those other members of the full committee 
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who are here today to know who will be with us next Thursday and 
the following Tuesday and the following Thursday and the subjects 
that we hope to explore at that time. With this knowledge perhaps 
the members will know better what questions to address to you, sir, 
and what questions we might get answers on from the other people 
who will be before the subcommittee. Let me say again that on 
Thursday of this week the subcommittee will have its next executive 
session at 10:30 in the morning and the witness will be Mr. Terry B. 
Sanders, Jr., Deputy Director, Office of South American Affairs, 
Department of State. At that time we will inquire into the political 
conditions in Venezuela, Peru and Argentina. 

On Tuesday of next week, the subcommittee will have a meeting 
at 10:30 a. m.; it will be an executive session. The subject will be 
Communist Penetration of Latin America, at which time we will have 
the representatives of the Central Intelligence Agency and the De- 
partment of State. Secretary Rubottom will be back with us next 
Tuesday at his own request. 

On Thursday of next week at 10:30 a. m., the subcommittee will 
continue its hearings in executive session and the subject will be 
Communist Propaganda in Latin America. The witnesses will be 
Mr. Frank H. Oram, Assistant Director, USIA, Latin America, and 
representatives of the Department of State. 

This morning, Mr. Secretary, we have with us some of the members 
of the full committee and we hope that other members will come in 
as the hearing develops. I assume that vou have a prepared state- 
ment and you may read that, after which we will proceed under the 
5-minute rule to ask questions. 

Members of the subcommittee, it pleases me very much to present 
Mr. Rubottom. 


STATEMENT OF HON. ROY R. RUBOTTOM, JR., ASSISTANT 
SECRETARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Rusotrrom. Mr. Chairman, and members of the committee, 
I always appreciate the opportunity to come before this committee 
and especially so today because I recognize the significance of the 
inquiry which you are undertaking. There is no area in the world 
that is more important than Latin America. I have lived with it, 
lived in it and worked in it now for years and I realize it more all the 
time. 

The Department certainly welcomes your inquiry and I am certain 
it will help to bring into focus for the American publie, for our own 
executive departments of the Government, for the Congress itself, the 
need for all of us to be aware of what is happening in this part of the 
world and the nature of our own vital interests in it. 

Before proceeding with the inquiry, Mr. Chairman, I would appre- 
ciate it if you would allow me to comment briefly on the significance 
of the Vice President’s recent tour to eight South American countries 
and on the character of our interests in relations to the countries of 
Latin America. I believe that these comments will give some better 
perspective to the proceedings which will follow. 

There have been already two reports which have been made public 
and which have been available to the committee, those of vou who are 
interested. One was the report by the De _puty Undersecretary of 
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State, Mr. Murphy, before the Senate Foreign Relations Committee, 
on certain information which was available and which had been made 
available to the Vice President and those of us on his trip prior to 
the trip. 

Then there was the report which the Vice President himself made 
in the form of an address to the Press Club about 10 days or 2 weeks 
ago. 

However, I think there are certain comments with respect to the 
individual countries that we visited, the attitudes of the people with 
whom we came in contact, the types of problems which were discussed 
and particularly the positive, constructive aspects of the trip which 
could be underlined and for that reason I asked your indulgence to 
go ahead on this basis. 

May I also say that I will be available to the committee at any time. 
You mentioned that I had asked to come for one of the hearings next 
week. I do intend to come to that one and I will be available at any 
other time at your request or at the convenience of the committee, Mr. 
Chairman. 

We are also considering sending Mr. Bernbaum instead of Mr. 
Sanders for the Thursday meeting because Mr. Bernbaum is the head 
of our Office for South American Affairs and he was on the trip with 
the Vice President, Mr. Waugh and myself and he may be able to 
provide certain details on some of your inquiries that Mr. Sanders 
would not be able to provide. 

I have been very concerned at the sensational and even dangerous 
character of certain incidents which occurred on the Vice President’s 
trip. It might have obscured what the Vice President himself, as 
well as those of us from the Department and Mr. Waugh, President 
of the Export-Import Bank, who accompanied him, considered to 
have been the positive and beneficial accomplishments of the trip. 

As the Vice President has said, violence and attempted violence is 
front page news, while quiet accomplishments are usually found on 
page 8. 

It is no failing of the press that thisisso. It is in the nature of the 
interests of the reading public. Nevertheless it remains for us today 
to headline the page 8 news of the Vice President’s trip so that it may, 
by this committee and through it, by the American people, be evalu- 
ated against the other. The page 8 news is the sensational headline 
stuff. 

To do this, we might review the activities and the effects of the 
Vice President’s visit in each of the countries on his itinerary. We 
should keep in mind that in each country he had an opportunity to 
meet with and discuss with government leaders the vital issues affect- 
ing our relations. We should also keep in mind that in each country 
he had the opportunity to meet with, in fair and friendly discussion, 
citizens of those countries from all walks of life, everywhere. And I 
stress the use of the word ‘‘everywhere.’”’ He was accorded a friendly 
and warm welcome by those people who were broadly representative 
of those nations who received him and who had not been influenced by 
a small, insidious and organized minority to commit inhospitable or 
violent acts against him. Among all such people, Government leaders, 
labor leaders, students, newspapermen, businessmen, intellectuals, 
and the man in the street, we are confident that the Vice President’s 
visit will be long and favorably remembered. 
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And we are likewise confident that among the women and children 
of these countries, in their homes, schools, hospitals and orphanages, 
the sympathetic and understanding visits of Mrs. Nixon were mean- 
ingful and will not be forgotten. 

Uruguay was our first stop—and I might say in view of the long 
and friendly relations which we have enjoyed with Uruguay and its 
outstanding democratic traditions, that this first stop was not by 
sheer accident. Here the Vice President’s visit was outstandingly 
successful—both from the point of view of his discussions with gov- 
ernment leaders and from that of his contacts with the people. 

Mr. Nixon, in an unscheduled visit to the university, won the ap- 
plause and friendly support of the student body in general, overcoming 
the small number of Communist-oriented students who attempted to 
mar his otherwise enthusiastic reception in Montevideo. This visit, 
and his open, positive presentation of American aims, ideals, and 
policies, was widely acclaimed in the Uruguayan and international 
press as an important step toward breaking down the Communist- 
inspired attitudes implanted with some success among the politically 
minded student body. 

Similarly successful were the Vice President’s meetings with Uru- 
guayan labor leaders and a hitherto unpublicized meeting with a 
group of Uruguay’s most prominent political leaders. Representa- 
tives of the entire spectrum of public opinion including publishers of 
newspapers, welcomed being consulted by him on the issues of United 
States-Uruguayan relations. 

In his talks with the Government officials themselves, Mr. Nixon 
explored the problems affecting our governmental relations as well 
as the interests of American business in that country. Our Embassy 
in Montevideo has reported that the resulting clarification of these 
problems will have an important bearing on the possibility of their 
early, positive solution. 

Among the problems discussed where those affecting various 
American business interests in Uruguay, United States trade polici ies 
in relation to specific Uruguayan ‘commodities, the United States 
attitude toward dictatorships in Latin America and the significance 
and implications of the so-called Soviet economic and trade offensive. 

I would say that in no country did we encounter a more wide-awake, 
alert interest in the frank and completely open discussion of these 
problems on the part of all the people with whom we came in contact. 

In Argentina, the Vice President’s primary mission was to repre- 
sent the President and the American people at the inauguration of the 
new Argentine President, Dr. Arturo Frondizi. ‘This was an historic 
occasion for the Argentine people, representing as it did for them the 
restoration of democratic institutions after many years of dictatorial 
denial and 2 years of careful preparation under a caretaker government. 

We have every reason to believe that the Argentine people recog- 
nized in our choice of the Vice President to represent us a demonstra- 
tion of our sympathetic interest in, and support for, this great mile- 
stone in their history. 

The Vice President’s welcome in Buenos Aires was overwhelmingly 
friendly. Although his route on the long drive from the airport to 
the heart of the city—about an hour and a half—had not been pre- 
announced he was enthusiastically greeted by thousands along the 
way. And we should also bear in mind that we were only 1 of approx- 
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imately 60 visiting delegations there for this inauguration and that 
the event was, of course, one of tremendous importance for all of 
Argentina. Notwithstanding that, the reception which was accorded 
the United States representative was definitely distinctive, highly in- 
dividual, and certainly warm from the time he stepped off the airplane 
until the time he left. 

One situation which arose in the course of this visit, the Vice Presi- 
dent’s late arrival for the inauguration ceremonies, did not constitute 
a marring feature of the trip there. Actually two unforeseen circum- 
stances were involved. One was the friendly enthusiasm of crowds 
along the way who so detained the Vice President that he was late in 
reaching the legislative palace and even had difficulty making his 
way inside when he arrived; two, the ceremony itself was begun a few 
minutes before the scheduled hour of 10 a.m. As a matter of fact, 
we have a press photograph of President Frondizi making his inaugural 
address with a clock in the background showing it to be 3 minutes 
before 10 o’clock, and the clock was reported to be fast by some of 
those who were present. 

But the Vice President’s trip to Buenos Aires was not just cere- 
monial. There, as elsewhere, he undertook substantive discussions 
with government leaders and friendly contacts with the people. 
Significant among the latter was the Vice President’s enthusiastic 
reception by over 2,000 labor-union members at an “‘asado’’, which is 
an Argentine-style barbecue, at a labor club near Buenos Aires. 

In private discussions with the new leaders of Argentina, the Vice 
President gave assurance of our Government’s keen interest in, and 
support for, Argentina’s democratic processes and progress, and of our 
desire to be constructively helpful in the solution of basic problems 
affecting its economic recovery and development. Argentina’s needs 
for electric power, the renovation and expansion of “transportation 
equipment, and the development of petroleum resources figured among 
other topics discussed. These three problem areas in the economic 
field have been recognized now for a long time as the most vital 
problems to be resolved in Argentina if that vast, wealthy country is 
to come back fast to the economic rhythm and place which it certainly 
deserves and should be able to attain. 

Mr. Jupp. Say them again, the three. 

Mr. Rusorrom. Electric power, transportation, and the develop- 
ment of petroleum resources. 

We are confident that we have at least laid the groundwork for 
understanding from which more fruitful and constructve cooperation 
between the United States and Argentina may result. 

In meetings at the Embassy which had been carefully arranged by 
the Ambassador prior to our arrival, all of us had an opportunity to 
discuss with business leaders, political leaders, university leaders, 
and other opinion makers, the problems which go to the very core of 
Argentina’s life. 

We had 2 hour-long meetings with Dr. Frondizi. The first meeting 
was prior to his inauguration and the second meeting was on the day 
before we left, the day after his inauguration. 

By the time of this second meeting we had had the opportunity of 
res ading the President’s inaugural address. i in which he made some very 
significant statements, and it was a golden opportunity to discuss 
these matters frankly and openly with the man who had been elected 
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in free election to head the Argentine people. Since that time some 
of the items stressed in his speech have been presented to the Congress 
for implementation. 

In Paraguay, the Vice President was acclaimed wherever he went, 
in what many Paraguayans have termed “the most enthusiastic 
reception ever accorded a foreign dignitary.”” He was met by cheer- 
ing throngs at every turn, addressed a special session of the legislature 
held in his honor and talked with the people as is his custom. We 
were only there 1 day. It was a Sunday. 

In speaking to President Stroessner, at a dinner given in his honor, 
the Vice President underlined the importance of furthering democratic 
principles and institutions in Paraguay. The President acknowledged 
his awareness of being called a dictator and later, in a press conference 
for United States newsmen accompanying Mr. Nixon, expressed his 
intention of moving toward fuller democracy for the Paraguayan 
people. 

No one could mistake the warmth and friendliness of the Vice 
President’s reception in LaPaz, Bolivia. This country which has 
been the scene of some of the most violent political episodes the con- 
tinent has ever witnessed and is still beset by economic problems 
perhaps more serious than those facing any country in the hemisphere, 
expressed its gratitude to the Vice President in no uncertain terms 
for the moral support and economic assistance which the United 
States has given Bolivia in the last 4 years. 

The 5-mile route coming down from 13,500 to 12,500 feet in LaPaz 
was lined with cheering crowds who welcomed Mr. Nixon with 
placards, miniature American flags, and showers of confetti reminis- 
cent of the Wall Street ticker tape parades. Here, as elsewhere, he 
met with labor leaders, opinion makers, students, and by no means 
the least of all, the man in the street. 

At the Municipal Palace he was made an “‘honorary campesino,” 
or peasant, and was decked out with the typical wool poncho and wool 
cap with ear flaps. Later, at a special celebration organized by skilled 
workers, Mr. Nixon entered into the spirit of the occasion where 
derbied Indian women were dancing. With government officials, 
Mr. Nixon held important discussions on the severe problems attend- 
ant to efforts to solve Bolivian economic problems, the stimulation of 
private investment, the compensation for expropriated property, and 
the character and scope of American aid. 

If I could divert for just a moment from my prepared text, I would 
like to read from a brief memorandum of conversation reporting on the 
remarks of the editor of one of the daily newspapers in Oruro, Bolivia, 
who arrived here in the United States on a visit subsequent to the 
Vice President’s return. This man said that he was particularly 
amazed by the spontaneous popular enthusiasm which the Vice 
President’s visit aroused. He said that he was struck by the fact that 
the crowd in the streets on several occasions, where Communist agita- 
tors were trying to distribute a few handbills, had torn up the hand- 
bills and threatened the Communists with violence and had practically 
driven them off the street. He said that apparently none of the news- 
papermen realized the significance of the gift which was handed to 
the Vice President by the peasants that I referred to earlier. This 
Bolivian editor pointed out that the poncho is to these peasants a 
symbol of delegated authority. The wearer is empowered to act as a 
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sort of informal judge in his community, hearing requests for assistance, 
arbitrating disputes and generally acting as the wise counselor and 
honored leader. 

The editor was surprised that this particular event had not received 
more treatment in the United States press because it was one of the 
most signal honors that was paid to the Vice President. 

I can recall the scene in the Municipal Palace when the peasant 
leader, who actually is a member of the Congress, entered in his 
native costume and after being received by the mayor made the 
presentation to the Vice President. The man had handsome Indian 
features and he spoke in the native Quechua dialect. To the utter 
amazement of all those present, Colonel Walters, our interpreter, 
immediately put this into English. He is known to speak seven 
languages but no one was aware that he spoke Quechua. The truth 
of the matter was that one of the fast-thinking Bolivians next to him 
translated the Quechua into Spanish and Colonel Walters was then 
able immediately to put it into English. 

It was interesting to watch this leader of the peasants, who has 
influence far beyond La Paz among the Indian population of Bolivia, 
make the presentation. 

(Discussion off the record.) 

Mr. Rusorrom. The problems of Bolivia are overwhelming but 
the progress the Bolivians are making with our help toward a solution 
of the problems shows determination to face up to them and to try 
to do something about them. I also think that we can feel that the 
cooperation which we have extended to Bolivia during the past 4 
years or so has been worthwhile. It has enabled a people to carry 
out a complete transformation politically from what had been a 
country where as few as 60,000 would vote in a presidential election 
to where you now have universal suffrage. Progress is being made, 
too, in their utterly devastating economic problems, notwithstanding 
terrific declines in the world price of the metals which are their primary 
source of income. 

It was in Lima that the first serious incident of the trip occurred. 

However, as the Vice President himself has observed, it was perhaps 
inevitable that the unexpected character and violence of the incident 
caused it to be magnified out of all proportion. It has thus unfor- 
tunately obscured the real nature of his generally cordial welcome in 
Peru and overshadowed the mortification and shock of Peruvian 
officials and the vast majority of Peruvian people over the actions of 
a small, organized, and influenced minority. This is not to suggest 
that there are no problems with Peru. There are problems and they 
are difficult and by exploiting these problems the Communists were 
able to organize in Peru, in spite of the historic friendship between 
Peru and the United States, the first of the two attacks carried out 
on the Vice President’s mission and on his person during the tour. 

I stopped off in Peru about an hour between planes last summer on 
my way to the Buenos Aires Economic Conference. This was in the 
early part of August. I can attest from my own experience—because 
there were several Embassy officers and Peruvian Government officials 
at the airport who came to see me, and because I was able to talk to a 
number of the people who happened to be at the airport, and because 
I saw the Peruvian newspapers of the day—to the extent and the 
depth of the feeling in Peru about the recommendations that were 
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then being considered in the Congress with respect to lead and zine 
tariffs. Peru was already suffering from price declines. The price 
decline in copper was also significant because the Peruvians also have 

very important copper production and, as a result of over $200 million 
being invested in southern Peru, will have vastly more important 
production within a few years. When you rub the very vital nerves 
of people who have for years been dependent on metals and minerals 
to the extent that the Peruvians have, you can only expect the kind 
of irritation and hurt feelings I felt even last year. 

We have also incurred their ill-feeling as a result of our reducing 
their normal markets up here for long-staple cotton, something which 
we discussed again in Peru this time, but which is still very important 
to them. They have traditionally grown a type of extra-long-staple 
cotton of which there is very little ¢ grown in the United States, and 
their market in this country has always been important to them. We 
placed this extra-long-staple cotton under quota restrictions in 1956 
of which they have, of course, been quite resentful. 

Peru also has a problem with respect to sugar. I think the Peru- 
vians have been somewhat unhappy because they have not been able 
to utilize all of the quota set aside for them under United States sugar 
legislation. The Peruvians themselves must accept a part of the 
responsibility for this, however, because they did not join the inter- 
national sugar agreement which was established and under which 
almost all the sugar-producing countries of the world who have access 
to the United States market normally operate. 

I won’t go deeper into the nature of the attack at Lima, nor into its 
apparent causes. I would like, however, to comment on certain other 
aspects of the Lima visit which I hope will bring it into perspective. 
This should be done in all fairness to ourselves and to the people of 
Peru who were not represented by the actions of the tightly organized 
minority. 

As I have said, with the exception of the incident at San Marcos 
University and later in the square before his hotel, the Vice President 
was cordially received by the Peruvian people. 

His reception at the Catholic University, where he made an un- 
scheduled call following the scene at San Marcos, was genuinely 
friendly. So was his reception by the people at the port of Callao, 
and by labor leaders and other groups with which he met. 

Finally, in his discussions with Peruvian officials he was able to 
review the serious issues, largely economic problems, relating to Peru- 
vian exports affected by U nited States trade policies to w hich I have 
already referred, which have produced resentments and frictions in 
recent years. 

I might say that the port of Callao which we visited for a short 
while one afternoon is one of the most modern ports in the Americas, 
if not in the world. 

The port authority there is directed by an American engineer, a 
retired colonel, I believe, from the United States Army. Also, much 
of the improvement of the port grew out of recommendations and 
other measures that were made ‘by the Klein-Saks mission which 
spent a number of years working with Peru on economic consultation 
on important matters. Callao is the main port of the country and is 
part of the country’s entire economy and work has been done there 
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in cooperation and collaboration with the Peruvian officials and ex- 
perts themselves and is, I think, something we can all be proud of. 

Top officials of the Peruvian Government, responsible journalists, 
and literally hundreds of Peruvians in all walks of life have in one 
way or another, directly or indirectly expressed their deep regret for 
the incidents which marked the Vice President’s visit. There is 
ample evidence that the Peruvian people see in these incidents a 
warning of the danger of Communist subversion and the manner in 
which the character, aspirations, and objectives of their great ma- 
jority can be so distorted by a very, very small, well organized 
minority. 

There is evidence in this regard that the nucleus of demonstrators 
in Peru consisted of no more than 50 to 75 people, and that these 
same people participated both at the university and in the plaza in 
front of the hotel, and that the real leaders were probably no more 
than 8 or 10. 

Some of the students, including APRA (Alianza Popular Revolu- 
cionaria Americana) students, passed a resolution shortly prior to the 
scheduled visit—I believe the day before—to San Marcos University, 
indicating that the Vice President would not be accorded persona 
grata treatment. On the other hand, I think I should point out to 
you that among the many leaders who called on the Vice President 
at his hotel was the acting head of the APRA Party, Senor Prialé, in 
the absence of Senor Haya de la Torre who was out of town at the 
time. 

The statements Senor Prialé made, the siatements of the other 
political leaders and of a delegation of students who called on the 
Vice President, and the action taken by a non-Communist group of 
students in the student federation a few days after we left Lima clearly 
indicate the constructive effect, if you please, on the Peruvian interests 
affected by this incident, and I have no doubt in my mind whatsoever 
that the long-term result—the short-term result as well—of the Lima 
visit will be positive and helpful. 

Turning to Ecuador, in Quito the Vice President’s visit was an 
unqualified success and did much to improve and cement the good 
relations existing with Ecuador. This country which has in the past 
been the scene of much political violence and upheaval is now enjoying 
its third successive democratically elected administration. 

In additional talks with officials on economic matters, the Vice 
President had many contacts with the people. At a football game, 
for example, he was given a splendid ovation following his announce- 
ment of the award of a cup for the winner of the day’s game. 

In Bogoté, the Vice President’s reception was as friendly as any- 
where on the trip, in spite of the charged political atmosphere of that 
country, which had just elected a new and distinguished president 
following years of dictatorial rule, and which has been plagued with 
widespread guerrilla war for many years. 

The streets from the airport to the city were lined with thousands 
of cheering schoolchildren dressed in their Sunday best. The small 
group of unfriendly demonstrators who obviously tried to provoke 
incidents such as had occurred in Peru was soon swallowed up and 
forgotten as the overwhelming majority of Colombians made evident 
their good will toward Mr. Nixon. 
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At a theater the Vice President was accorded a tremendous ovation 
by a packed house of labor leaders. His visits to the workers’ sections 
of Bogota, to a cafeteria serving some United States surplus foodstuffs 
and to a nursery sponsored by the Colombian National Manufacturers 
Association, created an excellent impression. 

Finally, discussions with the caretaker government and with the 
newly elected officials who will be inaugurated soon, helped, we are 
confident, to lay the basis of improved understanding between the 
United States and Colombia. 

It is interesting to recall what happened in Colombia between the 
Ist of March and the 4th of May—no, not the 4th of May—yes, the 
4th of May, I guess, when the elections were held. 

I went to Colombia for 2 days at the beginning of March, on the 
same trip which took me to Venezuela. I had a chance then to meet 
with political leaders, many old friends of mine—I had served there 
for 2% years about ten years ago, including the period of the famous 
so-called Bogotazo during the Pan American Conference in 1948—and 
I met with 2 of the 5 members of the Junta and a number of the 
Cabinet members. I also had an unforgettable dinner with the 
Foreign Minister to which he invited 2 or 3 former Presidents of 
Colombia, a member of the Junta and certain of the key political 
leaders and I heard them discuss the problems of Colombia, the 
economic problems, the political problems, the problems of these 
guerrilla incidents which have beset the country for a decade or more, 
the problems of Communist subversion as well, the Communist effort, 
as always, to take advantage of these guerrilla activities and turn 
them to their end, to create chaos, misunderstanding and instability. 

There was unanimity on the part of all the people with whom I 
spoke at that time to carry through this plan to have a free election 
and to choose a president who could take over constitutionally this 
coming August. 

As you may know, there was an incident which occurred just 48 
hours prior to the election in which there was an effort to kidnap all of 
the members of the Junta and the leading presidential candidate in 
order to thwart the plan and program which had been so assiduously 
worked out for the elections and to which the leaders and all of the 
people were committed. Notwithstanding this, the election went off 
on schedule and there was a large turnout at the polls. The man 
chosen by the Colombian people to head that Government, Albert 
Lleras Carmargo, is scheduled to take office in August. He is an 
outstanding American in the broadest sense of the term, as well as a 
Colombian. As you know, he has served as Secretary-General of the 
Organization of American States and he is widely respected throughout 
the world, certainly throughout the Americas and I know there are 
high hopes for Colombia, a country which has a background of 
democratic government, a cultural tradition which is the equal of any 
in the Americas, and we are all hoping that they are going to move 
ahead. 

The United States has been able to cooperate with Colombia to a 
remarkable degree in the economic field, in the approximate year since 
the overthrow of the dictatorship of Rojas Pinilla. He left behind a 
commercial debt of something like $470 million and the United States 
working with the Export-Import Bank, certain commercial banks in 
New York and the commercial holders of the obligations themselves, 
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were able to refund a large amount of this over a year ago. At that 
time the Export-Import Bank advanced $60 million. Just prior to 
the Vice President’s trip a very distinguished mission from Colombia 
was here. They were in negotiation “for a number of weeks. The 
negotiations were still in progress while we were in Colombia. The 
negotiations have recently just about been consummated and there 
will be another substantial loan by the Export-Import Bank, again 
in collaboration with the commercial banks in New York, to help. the 
Colombians move ahead. (The loan of $103 million, $78 million from 
Export-Import Bank, and $25 million from private banks, was an- 
nounced on May 29, 1958.) 

There again you have a country in which the people themselves and 
the government are feeling the pinch of greatly reduced coffee prices. 
Coffee represents something like 80 percent of the income of Colombia 
and you cannot have a widely fluctuating market, with emphasis on 
the downward trend as you have had here in the last year in a product 
that means that much to a country, without having economic hardship 
and other difficulties ensue. 

I would say that they, like most of the other peoples of Latin 
America who are faced with these problems, are meeting them as best 
they can in many cases courageously. With the cooperation I have 
just mentioned, as we have done now twice in the space of less than 
a year with respect to Colombia, I think that the Colombians can 
tide themselves over this economic turndown which all of us hope will 
be short lived. 

I shall say but little about the visit to Caracas since I know it will 
be explored by your committee. I would like to point out, however, 
that despite the dissatisfaction probably felt by many Venezuelans 
with certain economic and political aspects of our recent relations with 
their country, there is ample evidence that the violent attacks on the 
Vice President were organized and spearheaded by a small Communist 
minority. 

The Vice President himself has suggested that true Venezuelans 
would not jeer when their own national anthem was being played. 
Nor would they insult their own flag as they did at the Pantheon 
there, nor would they desecrate the national cemetery itself, which 
has the same meaning there as Arlington does to us. 

These are the acts of people with another allegiance. Neither 
would the true Venezuelan, who is imbued with the characteristic 
Latin American respect for womanhood and motherhood, engineer or 
participate in demonstrations endangering the life of a distinguished 
lady who was a guest in their country. These were the acts of people 
whose sentiments and allegiance have been distorted by alien con- 
cepts. This fact was amply attested to when, on the following day, 
a parade of delegations representing Venezuelans in all walks of life 
called voluntarily on the Vice President at the Embassy residence to 
express their regret and thereafter to engage with him in a serious, 
free discussion of the problems affecting our two countries. 

Thus, finally at least a few Venezuelans were able to exercise the 
privilege of free discussion with the Vice President which the Com- 
munist-inspired minority tried to deny. 

Now, before concluding this statement, if you will indulge me a bit 
longer, I would like to comment briefly on the political and economic 
importance of the United States relationship with Latin America. 
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Just as what I have already said will, I trust, help to bring the re- 
sults of the Vice President’s trip a bit more into perspec tive, I hope 
that what I am about to say will furnish similar perspective for your 
inquiry into our relations with this part of the world by providing 
the highlights from which can be judged Latin America’s importance 
to us, and our importance to Latin America. 

Our interests in this area—and they are mutual—are broadly speak- 
ing, political, economic, and strategic. My concentration on these 
for the sake of brev ity should not obscure, however, the ever-increasing 
importance of cultural contact and the efforts being made in both 
directions to bridge the cultural gap produced by differences in 
historical evolution, by language barriers and the like. 

Nor would I wish to omit mention of our common spiritual ties in 
the Americas which help to make of this hemisphere a bulwark of the 
free world. 

A glance at the map will show how interdependent are the United 
States and the 20 other American Republics for their security. We 
form a distinct geographic unit relatively remote from the rest of the 
world. Together, we have a wide variety of natural resources to make 
us self-sufficient in all important respects, if necessary. Therefore, 
while a free and cooperative Latin America is a decided asset to our 
own security and a friendly, strong United States a decided asset to 
Latin-American security, the converse in either case takes on a serious 
liability to the other. 

It is thus to the interest of us all that we develop a politically com- 
patible association of free nations, economically productive and 
progressive and militarily capable of defense against any aggressor. 
The value of close political relationships which have developed over 
the years and of the heartening persistent progress of all Latin America 
toward ever more democratic forms of government, which promises to 
increase our compatibility and area of understanding, evidences itself 
in a multitude of ways. 

In world history there is no comparable example of such a harmo- 
nious relationship between a group of smaller, less developed nations 
and a larger, more powerful neighbor. 

Consider, for example, the security afforded these nations by the 
firmly established and respected principle of nonintervention, which 
is the cardinal feature of our relations with Latin America. 

The concomitant of that is the juridical equality of states. Both 
of these principles go hand in hand and have been recognized as sort 
of the beacon lights, the real underlying girders of the. Organization 
of American States, where the smallest nation has just as much right 
to speak and be heard in the forum and has just as much vote as the 
most powerful one and where all, the most powerful, the less powerful 
and the least powerful, are constrained from intervening in the 
affairs of the others. 

Consider, for example, the atmosphere for free give and take which 
it provides and in which interests may be pursued on the basis of 
absolute equality and mutual respect, regardless of size and military 
might. 

Consider also in the context of the entire free world the importance 
of American solidarity in defense of the policies and principles to 
which we are all committed. 

I need not mention to you that in addition to the example this 
affords to peoples in other areas of the world, only newly emerged to 
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independence and national formation, who live dangerously close to 
the shadow of a totally different kind of world power, this solidarity 
has more than once provided the margin by which crucial free-world 
issues have been upheld in these forums. 

Just a few facts, I believe, will serve to highlight the importance of 
our economic interdependence. 

Our trade with Latin America is almost as large as our trade with 
Europe and larger than our trade with Asia or Africa; larger than our 
trade with any other single area except Europe. 

Almost 29 percent of all our imports, $3.7 billion, came from Latin 
America in 1957 and about 24 percent of all of our exports—$4.7 
billion—went to that area in that year. 

Needless to say, that imbalance is a very significant thing and 
simply underlines the points I have already made. 

Mrs. Ketty. Would you repeat those? 

Mr. Rusorrom. Twenty-nine percent of all our imports came from 
Latin America—that is $3.7 billion, and 24 percent of all our exports, 
for a total of $4.7 billion, went to Latin America. 

Unlike some other parts of the world, almost all of these exports to 
Latin America are paid for. Only slightly more than 1 percent 
represents grant aid. 

As for the Latin American countries, they depend on us as the 
major market for their exports. In 1957, of all their exports, 44.2 
percent went to the United States and I think in times past it has been 
as high as 50 percent. We are, too, the primary source of their 
imports—48.8 percent of the 1957 total. Think what that means to 
the United States, when nearly one-quarter of our exports—24 per- 
cent—go to Latin America. 

Mr. Byrp. Mr. Secretary, would you repeat the last figures con- 
cerning their exports and imports? 

Mr. Rusorrom. They depend on us as a major market for their 
exports: 44.2 percent in 1957, and as a primary source of their imports, 
48.8 percent, but enough for the amounts. Let us look at what is 
involved. Coffee, sugar, and other foods account for somewhat more 
than one-half of Latin American shipments to the United States. 

Copper, lead, zinc, tin, iron ore, and a wide variety of other stra- 
tegically important metals total about 19 percent while petroleum 
accounts for 18 percent. 

Compared to their total production, this represents a market in 
the United States for more than three-quarters of their copper, 
two-thirds of their coffee, one-half of their raw wool, and two-fifths 
of their petroleum. 

In the other direction, Latin America buys from us about 35 percent 
of our exports of automobiles and trucks; about one-third of our ex- 
ports of chemicals, electrical machinery, and iron and steel mill prod- 
ucts; over one-fourth of our exports of industrial machinery and 
textiles; and about 17 percent of our exports of foodstuffs. 

To cite one outstanding example, Venezuela alone buys almost 80 
percent of all of our powdered whole milk exports. 

Finally, there are the private investments that go with the trade. 
They now total $8.5 billion. 

Mr. Byrp. You say Venezuela. I guess about 72 percent of 
our 
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Mr. Rusorrom. Almost 80 percent of our total exports of powdered 
whole milk. 

Mr. Byrp. What is that in terms of dollars? 

Mr. Rusorrom. It is in the ig st ere of 21,000 metric tons 

valued at $16 million. Venezuela last year bought more than $1 
billion worth of goods from the United States. It is one of the few 
remaining countries in the world where we can really export large 
amounts of foodstuffs—frozen foods, canned foods, dried foods, fresh 
foods. 

T can check that figure for you and will. 

(The following information was subsequently supplied: ) 

Department of Commerce data indicate that approximately 80 percent of 
United States exports of powdered whole milk go to Venezuela. In 1957, some 
33,306,869 pounds valued at $16,646,316 were exported to that country. 

Mr. Rusorrom. The $8.5 billion invested by United States citizens 
in Latin America is about 40 percent of all of our investment abroad, 
and is an amount exceeded only by our investment in Canada. While 
these investments have increased at an average rate of about $500 
million per year in recent years, the figure was $600 million in 1955. 
These investments, moreover, produced about $5 billion worth of 
goods in 1955 and accounted for the production of almost a third of 
all of Latin American export products in that year. 

These companies employed 600,000 Latin American people in 1955 
and approximately 9,000 United States citizens, and made a net con- 
tribution to the Latin American balance of payments of $1 billion. 

If this trade and economic interdependence is important to us 
today, think of the future, and the not too distant future at that. 

Today our populations are almost in balance, at about 180 million 
persons in the United States and the same number—perhaps 2 or 3 
million more—in Latin America, but the rate of growth in Latin 
America is about 24 percent per year as against only 1.4 percent per 
year in the United States. At this rate, by the year 2000 our own 
population will be about 250 million; the population of Latin America 
will be over 500 million, or twice as large as that of the United States. 

Consider this in terms of economic, political and military power 
and of markets, trade and investment. Consider also the strategic 
geographic relationship involved. The importance of the area and 
the importance of mutual interdependence in every field of contact 
becomes only too self-evident. 

One last point: It is high time that Americans in general discover 
Latin America. It is high time that they have brought home to them 
some of the facts which I have sketched, and the far more profound 
picture which I am confident this committee’s inquiry will produce. 
This is no longer an area of sambas and majfiana, to borrow the 
Vice President’s language, as it is so often picturesquely portrayed. 
It is an area of dynamic progress and vigorous people. It is an area 
which can produce and support metropolitan complexes like Buenos 
Aires, Rio de Janeiro, Sao Paulo, and Mexico City, which together 
with New York and Chicago are the six largest cities of the hemisphere. 
In other words, we have four cities in Latin America which are larger 
than any cities of the United States except for New York and Chicago. 

It is an area whose government and peoples look to us for leader- 
ship and support, whose ideals and aspirations are more and more 
akin to our own and who, we are confident, would vastly prefer to 
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walk the path of peace and progress with us rather than with any 
other nation. 

These are the factors which have played a dominant role in our 
thinking about the area and in the continuing review of our policies 
toward it. 

The Vice-President’s first-hand observations have naturally added 
impetus to this review and we anticipate further contributions to 
this process from the inquiry your important committee is making 
today, or starting today, into our Latin American policies. 

[ am confident, however, that you will find that our bipartisan 
policies for Latin American relations are, by and large, sound in 
concept and in principle. 

Thank you very much, Mr. Chairman. 

Mr. Byrp. Thank you, Mr. Secretary, for a very interesting state- 
ment and I think it was a statement which will provide a good basis 
for the continued hearings and explorations by the subcommittee. 
[ am pleased to see that other members of the full committee have 
come in and also another member of the subcommittee. 

The private calendar will be called on the floor and then I think 
the House will begin to debate the Defense Department appropria- 
tion bill. We might have a quorum call at that time, but I would 
like very much for every member of the subcommittee and the full 
committee who is present today, Mr. Secretary, to have an oppor- 
tunity to ask whatever questions may be upon his or her mind. It 
means that our meeting may proceed until 1 o’clock, or shortly 
thereafter, if it is all right with you. 

Mr. Rusorrom. I am entirely at the disposition of the committee, 
Mr. Chairman. 

Mr. Byrp. Thank you very much. I think we will now proceed 
under the 5-minute questioning rule, and I would like to ask our dis- 
tinguished acting chairman of the full committee, who is present, and 
whom I am ver v pleased to see present, if he has any questions he 
would like to address to Secretary Rubottom. 

Mr. Moraan. Mr. Secretary, do you think that the international 
Communist conspiracy presents any immediate threat to Latin 
America, or is it a long-range program they are planning? 

Mr. Rusorrom. I think, Dr. Morgan, you are quoting from a 
speech of mine that I delivered in Miami, and I am not sure whether 
I said immediate threat or takeover. 

Obviously the statement hinges on what you mean by immediate, 
I think that the Communists, as I tried to develop in that speech— 
that is one of the reasons why I made the speech, and I have had a 
lot of letters on it and it has gotten a great deal of comment, most of 
it favorable in Latin America, as well as the United States. It is 
obvious that the Communists are constantly working in Latin America. 
They are boring in. I do not think they represent an immediate 
threat of takeover in any government in Latin America at this time, 
but I think that the greatest of vigilance is called for on the part of 
the individual countries involved and on the part of all of us in view 
of our joint responsibilities under the Caracas anti-Communist resolu- 
tion of 1954. 

Mr. Moraan. Have they advanced in any one particular country 
where they are a threat now? Have they advanced in any one coun- 


try to the extent that they have reached where they could seize 
power? 
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Mr. Rusortom. No, sir; I don’t believe they are at a point where 
they could seize power in any one country in Latin America; no, sir. 
I think that the scene varies in different countries. I think that one 
of the most striking examples that we have of Communist activity is 
in Venezuela. 

Following the overthrow of the Government, you had the inevitable 
power vacuum with many forces rushing into it and among those 
forces certainly were the Communists and they are still there. The 
Communists are operating there openly and I am sure, just as every- 
where else, they are also operating underground and with their same 
insiduous plan ultimately in mind. 

The unfortunate aftermath of dictatorship is frequently that you 
have many political forces trying to achieve some basis for coopera- 
tion and eventually looking for success and leadership and power. 
One party or the other, or maybe several vie for power, and some may 
have the inevitable feeling that after long years of repression and op- 
pression, some extreme measures have to be taken. Sometimes they 
are taken without the necessarily responsible action that goes with 
leadership and political power. 

Mr. Moraan. Mr. Secretary, do you agree, though, that this re- 
quires constant watching? It is an advancing program; is it not? 

Mr. Rusorrom. I think that the Communist threat requires 
constant vigilance. Yes, sir; I do. 

Mr. Morean. Are we alert to the advancement of the Communists 
in the various individual countries? 

Mr. Rusorrom. Yes, sir; I believe we are. I can assure you that 
there is nothing that has any higher priority in my own personal time 
and study of Latin America and those of my superiors in the Depart- 
ment, as well as those in my own staff in the ‘Bureau of Inter-American 
Affairs, and in cooperation with the other agencies of the Government. 

Mr. Moraan. I read an interesting article in the press a day or so 
ago on some of the criticisms tossed at the Vice President, where we 
were harboring dictators here and so forth, and then the article went 
on to say, in Argentina, there had been help given to Peron, and I 
see Venezuela has revoked the passport of the dictator now in this 
country. 

Mr. Rusorrom. As you know, the new Venezuelan Government 
granted him and his family diplomatic passports 4 days after they 
left there. They have just today canceled these passports. I suppose 
that might be the first step in a series of actions they may undertake 
against him. 

Mr. Moraan. What I was getting at was, the fact that some of the 
insults hurled at the Vice President referred to our harboring dic- 
tators. Are some governments now granting immunity and passports 
to persons who fled? 

Do you think that these insults came only from an organized 
minority? There seems to be a conflict of stories. 

Mr. Rusorrom. Yes; there is a conflict or an inconsistency, 
certainly, in what vou have just pointed out. 

I think that there is a considerable feeling of popular resentment, 
shall we say, in Venezuela, about Perez Jimenez being in the United 
States. 

I think on the other hand there was a recognition by the Venezuelan 
Government of both the legality and the other realities of our position 
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in granting him admission to the United States. There were no 
charges at that time pending against him. He qualified under the 
laws for the visa which was issued to him, which was a temporary 
visitor’s visa, and he is in the United States on a temporary basis, on 
a 30-day -parole basis, as a matter of fact, requiring that he report 
his presence and whereabouts to the Immigration and Naturalization 
Service. 

Mr. Morean. That is all, Mr. Chairman. 

Mr. Byrp. Mr. Secretary, might I ask one further question along 
the line that our Acting’ Chairman has been pursuing? Are we 
prepared to proceed with extradition of Perez Jimenez? Are we 
prepared to proceed with extradition if the present Government should 
so request? 

Mr. Rusorrom. Yes; under the terms of our Extradition Treaty of 
1922 we have been prepared right along. We have stated that re- 
peatedly from the time the subject was first brought up and it was 
repeated in very forceful terms by the Vice President when he was in 
Caracas. 

We understand that the present Government may be engaged in 
preparing the way for making a request for extradition; if I could 
read here from a letter which we have been drafting to send to one 
of your colleagues who has inquired about this matter: 

Such a request— 
that is, for extradition— 


if and when presented, could be expected to contain a full exposition of any criminal 
charges, for it is upon such charges that extradition is based, but even if it should 
be found adequate by the United States courts of jurisdiction to justify extradi- 
tion under the treaty, it still would not furnish legal grounds for exclusion under 
the immigration laws unless it cited court convictions or confessions. The United 
States authorities could determine this question as soon as the extradition request 
had been presented. 

I might mention in further development of this particular matter 
about which you and Dr. Morgan have inquired, that the granting of 
asylum in embassies to political exiles is an established tradition all 
over Latin America. We normally never grant such diplomatic 
asylum but we have followed instead a practice of political asylum to 
the extent of granting political exiles a chance to come to the United 
States in the event they were no longer able to live in their country, 
and provided they were not found inadmissible under our immigration 
laws and regulations. 

I should have mentioned also that in the case of Perez Jimenez we 
exacted from him a commitment not to engage in any political activi- 
ties against the Venezuelan Government while he was in the United 
States. 

Mr. Byrp. What is the situation as it applies to the ex-police chief, 
Pedro Estrado? 

Mr. Rusotrrom. Well, he is no longer in the United States and, as 
you may have read in the papers, he was not given a reentry permit 
or other documentation before he left, so he will not be able to reenter 
the United States unless and until he is able to obtain a visa and 
permission to enter from the Immigration and Naturalization Service. 

Mr. Byrp. Mr. Hays. 

Mr. Hays of Arkansas. I notice the Vice President said the other 
day that the development of some policy was now in order to meet 
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this situation where we have supported governments that were not 
in favor with the people. 

In other words, if they had truly republican forms of government 
with free elections, things would have been different. Since there are 
such definite relationships here, are you ready to advise us of the 
possibility of developing a policy that will add to our current policy 
of nonintervention, a corollary that we will not by indirection deprive 
the people of proper control of their government? 

Now, I have stated it in abstract terms, but do you view the situa- 
tion which you have had in Argentina and Venezuela—the two most 
striking examples—as evidences of a complete repudiation of dictator- 
ships? It just seems to me that this development poses something 
of a problem for us in the way of revising our policy. 

Mr. Rusotrom. Congressman, of course, those countries were 
maintaining relations with virtually all the other American Govern- 
ments, as well as with the United States. The United States was not 
the only one with whom they conducted relations. Far from it. 
They had relations with practically all of the other governments. 
There were two exceptions in the case of Venezuela at the end, but, 
practically speaking, you could say that they were recognized and 
business was conducted with almost all of them. 

Now, the United States has many interests at stake in the conduct 
of relations with governments besides just the political form of the 
government concerned. We have thousands of Americans who are 
living in these countries. Their well-being and their protection ulti- 
mately depend upon our being able to conduct direct relations with 
those governments and being able to appeal to those governments, if 
the case requires it, for the protection of the American citizens 
involved. 

If we do not have normal relations—and I am not referring to just 
close, cordial, friendly relations, but if we do not have normal, correct 
relations, sir, then our ability to protect the citizens there, and our 
ability to look after the interests of this huge investment that I 
mentioned, which is just as much in Latin America’s interest as it is 
in ours, and has been welcomed or it would not be there, is greatly 
curtailed. 

We also have strategic and military interests which are very 
important. The United States might not have any warmth or feeling 
at all for a dictatorship. On the other hand, if the United States 
security depended on our maintaining proper relations with a gov- 
ernment because of a certain strategic importance that it might have, 
or certain cooperation that it has pledged, then it seems to me that 
it is in our interests to weigh that in the scales, sir, along with the type 
of government that it may have. 

I would like to suggest, sir, that the very progress that has been 
made toward democratic, free, constitutional government in the 
Americas, the countries you named, Argentina, Colombia, and 
Venezuela, is proof of the fact that our policy has been working 
successfully. 

If the United States had lifted a finger against their dictatorial 
regimes, we might have engendered the same support for those regimes 
as occurred in 1945 in Argentina when the efforts of the United States 
Ambassador to combat Peron openly and publicly got to a point 
where the slogan spread all over the walls and all over the radios of 
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Argentina was: ‘Braden or Peron.” I would venture the guess that 
Peron undoubtedly got far more votes as a result of this crystalliza- 
tion of nationalism around him, as a result of United States interven- 
tion, than he would have gotten otherwise. But the United States 
policy of nonintervention does not, sir, in any way mean that we like 
or feel that dictatorships are preferable. Far from it, sir. On the 
contrary, we feel that the United States has, by example and by 
every other means, including the clasp of the warm hand and the 
embrace, to use the term of the Vice President, shown its respect, 
admiration, and preference for democratic forms of government. 

All we do is recognize, sir, that each people has a right to determine 
its own form of government. 

Mr. Hays of Arkansas. Do you identify the statement that I attrib- 
uted to the Vice President? As I recall it, he made it at the Press 
Club. He must have had some altered policy in mind when he said 
he felt we should do more than just pursue a conventional noninter- 
vention policy; that we were, at least by indirection, sustaining, or 
helped to sustain, dictatorships. 

I am not blaming this administration. I know that our present 
policy is the product of many years, and you understand I am not 
saying that something has happened in this administration that is 
to be condemned. I am talking about our imperfect policies evolved 
over the years. I just feel that, somewhere along the line, we could 
find a way to avoid repetition of these mistakes. 

One of our former officials—I remember seeing him quoted—made 
a speech in Buenos Aires at the height of Peron’s power, praising him 
and leaving the impression that the United States liked this fellow. 
Well, we could certainly avoid that kind of thing and, somewhere, we 
ought to sharpen up our policy, it seems to me. 

Mr. Rusorrom. Congressman, there have not been any speeches 
made in the time that 1 have been responsible for, and that has been 
nearly 2 years. If we have done some things in the past that were 
counterproductive, we would certainly hope to profit by them. 

Mr. Hays of Arkansas. I did not mean to put you on the defensive 
about this, because I have not brought any indictment, except that 
over the years, it seems to me, we have failed to use much imagination 
in dealing with these situations. 

Mr. Rusorrom. Could I carry on this discussion by mentioning 
two points, sir? 

About a week ago, the Ambassador of one of the largest and most 
important countries in Latin America called on me to discuss 1 or 2 
problems that we had. He had with him his Minister Counselor, 
and when he finished he said, ‘“There is one other thing, Mr. Rubot- 
tom, which I would like to stress, if I may.” 

I said, ‘Go right ahead, sir. I am at your disposal.”’ 

He said, ‘“‘There are certain problems, certain discrepancies which 
arise from time to time in the contact between our country and yours, 
but I want you to know that the principles which are guiding the 
policies of the United States in its relations with my country and with 
Latin America are sound.” 

I said, ““Thank you very much. I recognize that we are going to 
have problems, some of which are our responsibility, some of which 


may be yours, but I am glad to have this expression of faith in the 
principles.” 
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Then he said, ‘But there is one other thing I would like to mention, 
and this is really the reason why I brought up this point.” He said, 
“Tf the United States should ever fall into the error’—and I am 
quoting him—‘‘of trying to classify governments, in trying to dis- 
tinguish between governments on the basis of the form that they have, 
it would be the greatest setback that could possibly happen here in the 
Americas.” 

I thanked him and he left. 

I would like to also read, sir, a direct quote from President Ponce, 
of Ecuador. Ecuador now is in its third period of constitutional 
government, which began back in 1948, after a half century of some 
of the most violent political episodes of any country in the hemisphere. 

Dr. Ponce, who has been in office approximately 2 years, made a 
speech a few days ago at a dinner in honor of the visiting President of 
Honduras, Ramon Villeda Morales, who was up here as Ambassador 
before he went back—I should have mentioned Honduras among the 
countries which have taken this same democratic route—and Presi- 
dent Ponce at the dinner made this statement: 

To say, as John Foster Dulles, Secretary of State of the United States, just did, 
that North America would violate the basic doctrine of nonintervention in the 
Western Hemisphere if anything is done to condemn dictatorships or de facto 
regimes, is to clearly demonstrate recognition of the American reality. 

You cannot have it both ways. We are really aware of the sensi- 
tive nature of this problem. 

I started out under the previous administration in 1950 as officer in 
charge of Mexican affairs. I later became Deputy Director and, 
eventually, Director of Middle American Affairs. 

I have worked in the previous administration for 3 years. Then 
I was with this administration for 6 months before I went to Spain, 
and I am back here again. Iam a career officer, and I can assure you 
that my whole upbringing, my whole personal philosophy i is based on 
the democratic tradition of free choice of the people, but I honestly 
believe, sir, that if you could go back and examine the history of the 
United States relations with Latin America, you would find and you 
could agree with me, and the Vice Pr -esident said this repeatedly on 
his trip, notwithstanding what he may have said in the Press Club 
speech—and I heard that speech and I do not think he went quite as 
far, if I may suggest so, as you put it in your words a few minutes 
ago—that what we have done in the last 25 years since Montevideo in 
1933, when the United States agreed to the principle of noninterven- 
tion, has done more to encourage democratic growth in Latin America 
than any other single thing. 

There is one other thing that I think might bear on this which I 
would like to mention. Back in 1945 the Foreign Minister of 
Uruguay, Dr. Rodriguez Larreta—and this was at the time of the 
discussion of Peron in Argentina, just across the river from Uruguay 
expressed certain views regarding the necessity for multilater al inter- 
vention by the American States to defend human rights. With 
the encouragement of the United States, Dr. Rodriguez Larreta 
elaborated his ideas in a note to the other American governments on 
November 22 of that year. That was just before “the election of 
Peron. 

After hearing the initial reactions of other governments, the 
Uruguayan Foreign Minister circulated another note, February 2, 





RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 2] 


1946, clarifying certain of his thoughts. However, the lack of favor- 
able response to his proposal resulted in its demise, and it has not 
received active consideration by the American governments since 
that time. 

The fundamental thesis of Dr. Rodriguez Larreta was that a parallel- 
ism existed between peace and democracy. International multilateral 
protection of human rights was essential, he said, as a means of preserv- 
ing the peace, since oppressive regimes must spread out in order to 
survive. 

The Uruguayan Foreign Minister recognized immediately that this 
thesis of his contravened the principle of nonintervention which had 
been born, with our support, in 1933 in his country. 

Dr. Rodriguez Larreta maintained that the principle of non- 
intervention should not be applied in such a way as to render invalid 
other equally important principles, such as the maintenance of peace, 
which he said was parallel with democracy. 

Multilateral intervention—that is intervention on the part of all 
the states, he argued, was the formula by which this apparent conflict 
could be resolved. 

The response of the other American governments to Uruguayan 
initiative was far from unanimous. 

Mr. Hays of Arkansas. What are you reading from again, sir? 

Mr. Rusorrom. The United States position was one of unqualified 
adherence to the principle enunciated by Dr. Rodriguez Larreta. 
This was in 1945. After referring and agreeing to various statements 
by the Uruguayan Foreign Minister, the then Secretary of State, 
Secretary Byrnes, concluded with the following paragraph: 

Violation of the elementary rights of man by a government of force and the 
nonfulfillment of obligations by such a government is a matter of common concern 
to all the republics. As such, it justifies collective multilateral action after full 
consultation among the republics in accordance with established procedures. 

Notwithstanding that support, there were only eight governments, 
including the United States and Uruguay, who supported it. 

There were two countries which took a qualified position. There 
were five countries who felt it necessary that a precise agreement on 
specific human rights should be reached before international guardian- 
ship should be approved and 6 countries that clearly disagreed with 
the proposal. 

Mr. Jupp. Were the six that opposed dictatorial regimes which 
might have been overthrown if the plan had been developed? 

Mr. Rusorrom. No, sir, they were not all in that category. 

Mr. Jupp. I just wanted to get that point because naturally they 
would be opposed to any doctrine of multilateral intervention to 
establish democratic rights. 

Mr. Rusorrom. The final result, in view of the unenthusiastic 
response of the other American States and in spite of the United 
States enthusiastic and. wholehearted adherence, was that this 
proposal, even on the basis of a clarification which the author set 
forth in February 1946, was allowed to die a quiet death. Dr. Rod- 
riguez Larreta himself left the foreign office of Uruguay early in 1947 
before the meeting in Rio and his successors apparently did not even 
share fully his enthusiasm for pressing his thesis in the absence of 
greater support from other countries. 
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I have been looking for an opportunity, Congressman, to get this 
into the record. There has been so much discussion and this is a very 
important chapter in history which has been overlooked. 

Mr. Hays of Arkansas. I am sorry. I was vague about the quota- 
tion from Mr. Nixon’s address, but that was my starting point because 
I am confident that if we pursue it we can find some opportunity to 
improve our relations. 

Mr. Rvusorrom. I think the Vice President was quite sincere in 
what he said about maximizing the extent of our warm embrace and 
friendly feeling and cooperation with the democratic regimes, and 
certainly we share that and we are constantly aware of this problem. 
There is no more delicate problem than we have, as this little chapter 
that I just described indicates. 

Mr. Hays of Arkansas. Thank you. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. Mr. Secretary, while this is an executive session, the 
chairman has suggested that the transcript may be made public, 
perhaps with deletions, and with that in mind I think it would be 
helpful, Mr. Secretary, if you would outline for the record your rich 
experience and bac kground i in the American field. Would you mind 
doing that? 

Mr. Rusorrom. No, sir; I would be very pleased to tell you a little 
bit about my background. 

I was born in Texas. I studied Spanish in high school 3 years, and 
recently met my Spanish teacher on a trip back to my hometown. I 
studied at SMU in Dallas where I majored in government and political 
science, including Latin American relations, and studied Spanish 
again. 

Then for 4 years, just before the war, with a brief interregnum 
which I will not detail, of business and traveling for my college 
fraternity, I worked at the University of Texas as assistant dean of 
student life and in my spare time at night and in summer I was 
working toward my Ph. D. degree in the field of Latin American 
relations. 

That institution has had some of the most outstanding scholars, 
Dr. Charles Hackett, Dr. Meacham, and others, who had studied at 
California and Harvard, so I took advantage of their presence to 
pursue this field. 

I also was in charge of men’s housing and helped to establish the 
first cooperative houses on the campus, including some for Latin 
American students. Then my wife and I—I was married while 
was there—began to entertain in our home students from Mexico 
and other places in Latin America who were visitors on the campus 
and who at that time were just breaking in and getting acquainted and 
in numerous cases had language difficulties, and it gave us a chance to 
practice Spanish. 

I should mention that in 1933 at the depth of the depression when 
I graduated from college, I was interested in the Foreign Service, 
but the Foreign Service examination was not given for 3 vears and 
people had to make a living doing something else, so I entered into 
another field. 

When I left my employment at the University of Texas in 1941, before 
Pearl Harbor, to go on active duty in the Navy, I reported in at 
New Orleans and was eventually assigned to Mexico, believe it or 
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not, as United States naval liaison officer from 1943 to 1945, and later 
as naval attaché in Paraguay in 1945, where I spent about a year. 
That was about 3 years in Latin America in the Navy, and finally 
having gone the full circle, I decided to try to go into the Foreign 
Service, which I did in 1947, after having taken the so-called war 
manpower examination. 

I entered in the middle grades of the Foreign Service. I was then 
assigned to Colombia, spent 24% years in Bogot4, and then I was 
brought back to Washington in January 1950, as officer in charge of 
Mexican affairs. 

In October 1951, I was made Deputy Director of the Office of 
Middle American Affairs, and in the summer of 1952, Director of the 
Office of Middle American Affairs, which comprises Mexico, Central 
America and Panama and the Caribbean countries. 

In June 1953, I went to Spain as commercial attaché and first 
secretary. About a year later [ was made Counselor of the Embassy 
for Economic Affairs, and Deputy Director for the United States 
Operations Mission, and about 4 or 5 months later, I was made 
Director of the Operations Mission and stayed there for a year and a 
half in that capacity where I had the privilege of meeting a lot of 
your colleagues, including Mrs. Kelly and others who visited there. 

Mr. Jupp. What country? 

Mr. Rusorrom. Spain. 

In May 1956, I was ordered home to become Deputy Assistant 
Secretary of State for Latin American Affairs and I became Acting 
Assistant Secretary in September of 1956 and was nominated for the 
Assistant Secretaryship in April of 1957, being confirmed in June 1957. 

Mr. O’Hara. I am glad, Mr. Secretary, that you have that rich 
background and that you highlight among the important events of 
your career your meeting with Congresswoman Kelly. 

Mr. Secretary, are you familiar with the studies of Dr. Fred Rippy 
on American investments in Latin America going back to 1850? 

Mr. Rusorrom. I have studied a number of Dr. Rippy’s books. 
[ think I have seen that one, but not recently. 

Mr. O’Hara. I was looking over my file on Latin America and in 
that is Dr. Rippy’s study of investments in Latin America going 
back to 1850. In that study Dr. Rippy points out that our invest- 
ments in Latin America were concentrated in slightly more than 200 
American companies or corporations. Is that approximately true? 

Mr. Rusorrtom. I would say that that is true. This study that I 
referred to in 1955 covered a lot less than that. These figures that 
I mentioned a while ago of employment, earnings, and net contribu- 
tions to Latin America’s economy. I would say that slightly more 
than 200 is probably a pretty accurate number. 

Mr. O’Hara. What are those American corporations or concerns 
doing in the way of public relations? 

Mr. Rusorrom. I think that there is a greater, far greater recog- 
nition now, Congressman, than there was even a few years ago, of the 
vital importance of public relations to our companies abroad. 

The performance, of course, is somewhat spotty. It is by no means 
uniform, but if you go back to the situation which prevailed in the 
early twenties, I think that we would find that there has been a vast 
improvement, and that generally speaking there is a recognition of 
this vital part of their business. 
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United States firms obviously have to depend on the labor in Latin 
America, and the good will of their labor, if they are going to be able 
to work at all. They have to depend on the good will and the sympa- 
thetic understanding of the political leaders and the government and 
in many cases functioning congresses just as we have here, who are 
now entering actively into fields such as labor and taxation, adminis- 
tration of one kind or another, and it is obviously to the company’s 
self-interest, if it wishes to stay, to develop the best possible public 
relations. 

You would be interested, I think, in knowing that we discuss this 
point very frankly with the presidents and the executives of some of 
the companies when they come to Washington. In some of the 
discussions, these executives volunteer, as one did just recently in my 
office, where a problem has arisen in a certain area or country, that 
they are themselves responsible in some measure for this problem by 
virtue of bad public relations. And then they try to take steps to 
correct this problem, but by and large I think there is a recognition 
of the vital role that public relations can play in their future. 

I think that the trend of investment in Latin America is more 
diversified now than it was a few years ago when it was concentrated 
just in the big companies, or just in the companies that were normally 
qualified to do export business, either as producers or as importers 
of their products from the United States. Now, you have a very 
gratifying increase in small investments, going into the service 
industries. You have people going down with their families and 
establishing themselves and becoming a part of the community itself. 

Mr. O’Hara. Then there has been some improvement in that area. 

Mr. Rusorrom. I think there has been. 

Mr. O’Hara. But in the past, wages and working conditions in 
employment in American-owned enterprises in Latin America were 
causes of some complaints. 

Mr. Rusorrom. There is no question about that. 

I fully agree if the question of communism is to be met in Latin 
America, it has to be met on a positive basis and not just by the 
negative basis of attack. The positive basis is the place where the 
company can play the important role because if there is recognition 
on the part of the management of the company of the need to provide 
wages, housing, educational, health, and other opportunities for their 
personnel, then I think you are meeting the Communist problem in 
a way to insure its defeat. 

If you are working only in the field of promises, the Communists 
can promise as well as anybody. If, however, the American com- 
panies, as well as other Americans abroad—tourists and everybody 
else who carry our flag and our heart and our sympathetic interest in 
the welfare of human beings everywhere, wherever they go—demon- 
strate an active interest in support of the better conditions, it will 
enable Latin American workingmen to lift themselves and _ their 
families up into a position of dignity where freedom will have some 
meaning. Then I think we can lick the Communist problem without 
any trouble. 

Mr. O’Hara. Mr. Secretary, do you think highly of the Inter- 
American Bar Association? 

Mr. Rusorrom. Yes, sir. I have a number of friends who are 
members of it. I talked to some of them before they went down to 
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3 meeting in Buenos Aires last year and I talked to some after they 
‘ame back—people here in Washington and such people as Dean 
Storey, who is the dean of the Southern Methodist University Law 
School, my alma mater. I have every reason to think the Inter- 
American Bar Association is a very outstanding institution. 

Mr. O’Hara. I would say the association is doing a tremendously 
beneficial work, and I am happy to find you in agreement. I have 
admiration, great admiration, for William Roy Vallance. The State 
Department certainly lost the services of one of its stellar lights when 
he retired. 

Mr. Rusorrom. If anyone deserves the accolade of being the father 
of that group, he certainly does, and I know your views are shared 
by lawyers all over. Not just in the United States, but in the other 
Americas as well. 

Mr. O’Hara. Thank you very much. 

Mr. Byrp. We are pleased to see some of the members of the full 
committee with us and I would like to ask Mr. Judd if he has any 
questions. 

Mr. Jupp. Only 2 or 3 small ones. 

I was going to ask larger ones, but there is not time because of the 
quorum ¢all. 

First I want to express my appreciation for your comprehensive 
review. May I ask you to reread that quote from Dr. Ponce, because 
| did not understand the sentence. 

Mr. Rusorrtom (reading) : 

To say, as John Foster Dulles, Secretary of State of the United States just did, 
that North America would violate the basic doctrine of nonintervention in the 


Western Hemisphere if anything is done to condemn dictatorships or de facto 
regimes, is to clearly demonstrate recognition of the American reality. 


In other words, he was supporting the position taken by the 
Secretary. 

Mr. Jupp. Who had defended our position of nonintervention 
because to depart from it would be violating the essential realities of 
the hemisphere? 

Mr. Rusorrom. Yes. 

Mr. Jupp. Were any other delegations late to the president’s 
inauguration besides our own? 

Mr. Rusorrom. There may have been. I don’t know. I wasn’t 
there. It was the Ambassador who accompanied him and I can 
certainly vouch for the terrific crowds that were around the capitol, 
but if there were any others later I do not know. I would guess there 
may have been. 

Mr. Jupp. On this long-staple cotton, we lost the country of 
Egypt as much because of our long staple cotton policies as any 
other cause and here we are in difficulty with Peru on the same item. 

Why are we putting quotas on? We didn’t use to grow long-staple 
cotton in the United States. Do you know why we are growing se 
much now that we have to put quotas on imports from countries whose 
long-staple cotton we formerly bought in large quantities? 

Mr. Rusorrom. I do not pretend to be an agricultural expert, 
Congressman, but I do think there has been some increase in our 
production due to the irrigation of lands in the west as cotton produc- 
tion has moved that way, with both heavier yields and different types 
of cotton, thus bringing more of our own production into the market 
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and I think perhaps there are some other countries now growing 
long-staple cotton that did not formerly grow it. 

Mr. Jupp. I had heard the same thing, that it was our taking the 
taxpayers’ money to develop with irrigation the Central Valley of 
California where with seeds from foreign countries, they now grow 
long-staple cotton in such quantities that it is wrecking our relations 
with some foreign countries. 

It is a question whether those are wise things for us to do. 

I shall not ask any more questions, except I would like at some 
time during the hearings to have you analyze how the South American 
countries make up this large trade deficit because, as you gave it, 
they have a $2 billion trade deficit or approximately that. Tourism 
is not sufficient to make that up. 

Mr. Rusortom. Tourism is a very large item. In the case of 
Mexico, it is now in the neighborhood of $350 million a year. 

Mr. Jupp. I wish your people would give us a breakdown of how 
they are able to make up that deficit. They cannot go on very long 
with such a trade deficit. 

Mr. Rusorrom. This is by far the worst it has been as far as I 
know in the last decade. Even in 1956 we were only three or four 
hundred million dollars apart, but I will do that for you. 

(The information requested is as follows:) 

Recent statistics reveal the existence of a serious trade deficit incurred by 
Latin America in its commercial relations with the United States. Aside from 


merchandise trade, however, Latin America secured United States dollars—on a 
net basis—from the following sources during 1957: 


Source: Million 
TU i a tail Nl $149 
Flow of private United States capital...........................- 1, 299 
Figw of oineml. United Sthtes CApNAL .- ne cee coca 145 


The above items are the major elements, aside from exports, whereby Latin 
America financed total payments of over $6 billion in 1957 for imports from the 
United States, transportation costs, various services, and income on investments. 
These and other receipts by Latin America almost met the total of Latin American 
payments so that Latin American international reserves were only reduced by 
$163 million to close the final gap. 

Mr. Byrp. Mr. Rubottom will be with us next week and has indi- 
cated a willingness to be with us on any day of the hearing. 

Mrs. KELLY. 

Mrs. Keuiy. Thank you, Mr. Chairman. 

Mr. Rubottom, were you shocked at the incidents which occurred 
on the Vice President’s trip to Latin America and I would also like 
to know, were the State Department and CIA shocked over these 
dangerous incidents? 

Mr. Rusortom. I certainly was shocked and I suppose we all were. 

Mr. Jupp. Ask him, was he surprised. 

Mr. Ketiy. Were you surprised? 

Mr. Rusortom. Yes, I was. 

(Discussion off the record.) 

Mrs. Keiiy. How close are you and the Government officials to 
the people of Latin America? When you visit there, do you see the 
people or do you just see officials? 

Mr. Rusortom. I think in the countries where I have lived I have 
had contact with and communication with the people as well as the 
officials and I think that applies generally to my colleagues. When 
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I was in Venezuela in February of this year—February 27 and 28— 
I was only there 2 days and I was busy from about 7:30 in the morning 
until late at night and I had a long meeting during the breakfast hour 
with eight. labor leaders, for example, in an effort to be sure to get 
directly from them expressions of their attitudes and opinions following 
the overthrow of the previous government. Many of them had lived 
in exile in the United States, having obtained visas to come to the 
United States over the objection of the Venezuelan Government then 
in power, and they were quite frank in expressing themselves about a 
lot of things. 

In other places I certainly have made the effort and I think our 
people do make the effort to have contact with the people. If I could 
just comment briefly, Mrs. Kelly, on what you said prior to that 
question, we had advance information that there might be demon- 
strations and Mr. Murphy, in his presentation before the Senate 
Foreign Relations Committee about 10 days or 2 weeks ago, made it 
clear in the summary of the intelligence information we had available 
at the time that we had had such advance indication. 

But no one expected, in my opinion at least, with the possible 
exception of yourself, from what you just said, that there would be 
demonstrations that would take the form that these took in Venezuela 
particulary, or where there would be such an inadequate security and 
protection for the Vice President and his party that the mobs— 
organized mobs, certainly by a very, very small group—would be able 
to do what they did do. 

Mrs. Ke tty. I do not criticize you or any of the personnel involved 
in any of this. I think we have to find out, as the chairman said, why 
and how did this happen, in an effort to correct that which occurred. 
I criticize the policy or lack of policy and the lack of intelligence. 

Now, can you tell me if you have any relationship agents who 
handle the public relations of these countries? 

Mr. Rusorrom. Of the countries? 

Mrs. Ketuy. Yes. 

It seems to me that the trend today of countries hiring public- 
relations people 

Mr. Jupp. In the United States? 

Mrs. Keuty. In the United States. Do you have a check on each 
one? 

Mr. Rusorrtom. Yes; if they are actually working as registered 
agents, if you please, for the governments concerned, they have to 
register with the Department of Justice and some of them call on me 
and call on my colleagues. 

Mrs. Ketiy. Do you call them in? 

Mr. Rusorrom. Occasionally, if circumstances call for it. 

Mr. Jupp. Do you mean an agent employed by a foreign govern- 
ment? 

Mrs. Ketty. Yes. I think there ought to be a change and they 
ought to be called in for discussion. 

Does the Government, Federal Government, or the Department of 
Commerce go to the trade fairs that are given in the United States? 

Mr. Rusorrom. I am sure the Department of Commerce does be- 
cause it has representatives stationed all over the United States, at 
least in key cities. 

Mrs. Ke.iy. There was one in New York recently at the Coliseum. 
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Mr. Rusorrom. We also have some Foreign Service officers of the 
State Department attached to the Commerce Department who work 
there. 

Mr. O’Hara. Mrs. Kelly, vou would be interested to know what 
Chicago and Mayor Daley are doing in connection with the Pan- 
American games. They are encouraging singers, dancers, and artists 
and others in cultural fields, as well as athletes, to come to Chicago 
for the Pan-American games and an entire month will be given to the 
development of closer and better relations with Latin America. 

Mrs. Ketity. How about the Development Loan Fund? 

Mr. Rusortom. I think we are in pretty good shape as far as that is 
concerned. 

Mr. O’Hara (presiding). Mr. Fulton—— 

Mr. Futron. We are glad to have you here, Mr. Rubottom, and 
we think you have given a fine statement. I think as you do that 
Latin America is one of the real opportunity areas for this country 
because actually the peoples of Latin America are our best United 
States customers and close neighbors. 

I would like to have you put in the record the development of 
programs in Central and South America by the ICA generally, the 
Export-Import Bank, the International Bank for Reconstruction, the 
Development Loan Fund and the International Finance Corporation. 

Mr. Rusorrom. How they are operating and perhaps a list of loans 
in the last year or two? 

Mr. Fuuiron. That would be fine. Likewise, I would like you to 
show how the increase of business and how tourism and cultural 
exchange are progressing. I want to see the favorable progress and 
development we are making in the Western Hemisphere so we can get 
some of the affirmative development factors on the record to place in 
balance a lot of the newspaper headlines that have been a good many 
times adverse, during the last few weeks. 

Thank you very much. 

(The information requested is as follows:) 


OPERATIONS OF ICA IN LATIN AMERICA 


The principal activity of the ICA in Latin America is its program of technical 
assistance. Commencing about 15 years ago with a program of annual expendi- 
tures approximating $10 million, to which the United States contributed 90 per- 
cent, the program has grown to an annual expenditure of about $90 millions, of 
which the United States provides approximately one-third. 

The program places its principal emphasis on the training of personnel from the 
Latin American area in modern techniques in the fields of agriculture, education, 
health and sanitation, industry and mining, transportation and communications, 
labor, public administration, housing and community development. In many 
instances country programs are supplemented by contracts under which a United 
States university or other academic institution carries on technical cooperation 
activities in the host country. Programs are developed in collaboration with 
the host governments, and have contributed substantially to the efforts of those 
governments to develop and diversify their economies. 

Total ICA assistance to the other American Republics from April 3, 1948, 
through December 31, 1957, is shown in the following summary tabulation: 
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ICA aid to Latin America. Net obligations and expenditures by country, Apr. 8, 
1948—Dec. 31, 1957. 


[In thousands of dollars] 








Country Obliga- | Expendi- Country Obliga- TP a Expendi- 
tions tures * tions a tures 
Argentina- __- fice 4 | OO alti chins a ancien 13, 749 12, 283 
Bolivia... cael 71, 361 | 66, 467 || Honduras. ..............- 9, 193 5, 468 
Brazil. ; 20, 959 17, 269 MN on cca ee eect 5, 331 4, 848 
Onteao...... a 11, 492 | 8,631 || Nicaragua__............- 4, 134 3, 900 
Colombia oss 6, 676 5, 752 || Panama---_-__-.--- ae 8, 946 6, 501 
Costa Rica_- fall 7, 652 5, 190 fh  PORRQUNG ccncccuuwinece 10, 162 | 8, 304 
Cuba 2, 184 Sn Oe ee he co uamanl 16, 216 | 12, 777 
Dominican Republic---- 1,478 Se fe CE ieacocdstanccccau 1,493 | 1, 338 
Ecuador ; 10, 713 8,355 || Venezuela..__...._- an 890 | 867 
El Salvador. -.. - 4,755 4, 365 I 5 tit at eecca gol 10, 924 | 9,514 
4, 490 | 


Guatemala----_-..._-. ‘ 43, 472 | 3 | 
| | } 


Source: Operations Report, Internattonal Cooperation Administration. Data as of Dec. 31, 1957. 


OPERATIONS OF THE EXPORT-IMPORT BANK IN LATIN AMERICA 


Over the past 10 years the Export-Import Bank has authorized loans to Latin 
America totaling over $2 billion. Loans made during 1956 and 1957 totaled 
$460 million. Normally the bank finances only expenditures for United States 
materials, equipment, and services. In this way it complements the activities 
of the International Bank, which normally extends credit on the basis of inter- 
national competitive bidding. The Export-Import Bank maintains close liaison 
with the International Bank as a matter of policy. The bank does not compete 
with private capital, and does not extend credit when private funds are available 
in adequate amounts on reasonable terms. Export-Import Bank credits are 
usually extended in 1 of 2 forms: project credits and exporter credits. The 
former are related to economic development projects and may be repaid over 
relatively long periods of from 10 to 20 years. Exporter credits have terms 
ranging from 18 months to 5 years. The following table shows the distribution 
of Export-Import Bank credits authorized to each of the Latin American countries 
during the past year, and total credits extended over the past 10 years. A listing 


of the individual loans is published in the semiannual reports of the Export-Import 
Bank. 


Credits authorized to Latin American countries by the Export-Import Bank of Wash- 
ington, July 1, 1948, to Apr. 30, 1958 


(Thousands of dollars] 





July 1, 1957, July 1, 1948, | July 1, 1957, | July 1, 1948 
Country to Apr. 30, to Apr. 30, Country to Apr. 30, to Apr. 30, 
1958 1958 | 1958 1958 
Argentina _ - 292, 592 || Honduras. -_- 1, 330 | 3, 160 
Bolivia 26, 353 Mexico. 49, 548 | 304, 683 
Brazil $20, 607 | 940, 154 || Nicaragua 3, 297 
Chile 12, 500 124, 924 Panama ‘ a 23 | 16, 903 
Colombia js 65, 700 | 119, 296 || Paraguay--- | 320 | 8, 220 
Costa Rica... 265 14,916 | Peru 2 ae 10, 614 | 142, 416 
Cuba... 17, 500 44,228 || Uruguay- -- | 5, 674 
Dominican Republic 102 || Venezuela -- 96 27, 904 
Ecuador 50 24, 004 Various___-- 26, 536 30, 960 
E] Salvador - - -- 211 —-- -———--— - 
Guatemala. -- 165 3, 256 Total... 4 205, 254 2, 160, 153 
Haiti 27, 000 


OPERATIONS OF THE INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT IN LATIN AMERICA 


Between May 1947 when the IBRD began operations, and March 31, 1958, 
the bank authorized loans to Latin America totaling $743 million, or about 21 
percent of all loans made by it during this period. Loans authorized in 1956 
amounted to $72 million, and in 1957 to $47 million. It is understood that in the 
early months of the current year the bank’s rate of lending to the area has been 


27908—_58—_—_3 
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accelerated from the low level of 1957. The bank has tended to follow a conserva- 
tive lending policy because it must depend on the private capital market for its 
supply of lendable funds. Under its articles of agreement the IBRD can lend 
only to governments or with a government guaranty. 

The IBRD had, as of March 31, 1958, made a total of 72 loans in 15 Latin 
American countries, as indicated in the following tabulation: 


Loans made to Latin American countries by the IBRD through Mar. 31, 1958 





Country Number of Amount Country Number of Amount 
loans (thousands) |} | loans (thousands) 

Brazil. — 11 $182, 471 || Mexico...------- at 7 | $152, 328 
anna lili 7 73, 654 || Nicaragua. 5a on 10 22, 990 
Columbia- ------ 11 111, 205 Panama_. siti 3 6, 847 
Costa Rica ] 3, 000 Paraguay 1 4, 492 
Ecuador. .--.-.----- 5 32, 600 || Peru Senbnmet x 40, 910 
E] Salvador-__----- 2 23, 645 Uruguay - - 3 | 64, 000 
Guatemala - -_- 1 18, 200 - -|— 

Haiti_ “ 1 2, 600 Total. : 72 1 743, 144 
TIGIAUOS:. . 6-50 ] 4, 200 | 


| 


1 Slight discrepancy in the dollar amount total is due to rounding-off procedures employed. 


OPERATIONS OF THE DEVELOPMENT LOAN FUND IN LATIN AMERICA 


The Development Loan Fund has been in operation for only a short time, and 
few loans have been made to date. All Latin American countries are eligible to 
borrow from the Fund but projects proposed must meet, inter alia, the following 
criteria: 

1. They must be economically sound and technically feasible, and make a 
contribution to the economic growth of the country; 

2. There must be reasonable prospects of repayment; 

3. They must be projects for which financing is not available on reasonable 
terms from other free-world sources, including private investment, the 
Export-Import Bank, the IBRD, and the International Finance Corporation. 

The Development Loan Fund especially welcomes proposals which contribute 
to increased private investment. Unlike the IBRD and the ExIm Bank, the DLF 
can make loans for local currency purposes and can accept local currencies in 
payment, subject to a maintenance-of-value provision. 

Two loans have been made by the DLF to Latin American countries during 
the short time since it began operations, and others are under consideration 
One is a loan in the amount of $2.5 million to Paraguay for roadbuilding. The 
second is a loan of $5 million to Honduras, also for roads. 


OPERATIONS OF THE INTERNATIONAL FINANCE CORPORATION IN LATIN AMERICA 


The International Finance Corporation was established July 24, 1956, as an 
affiliate of the IBRD to further the economic development of less developed 
member countries by investing, without Government guaranty, in productive 
private enterprises in association with private investors. The IFC does not 
itself exercise management functions. Its investments are primarily in industrial 
enterprises, i. e., manufacturing, processing, and mining. It provides financing 
to medium- and large-sized firms with assets, after financing, in excess of $500,000. 
In no case does it provide more than half of the total investment in an enterprise. 

Five loans totaling $4,970,000 had been made by the IFC to companies operat- 
ing in Latin America as of June 9, 1958. An additional investment of $2 million 
to Siemens do Brasil has been approved, but not vet signed. 
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International Finance Corporation investments in Latin America 


(Thousands of dollars) 





Country Company Amount of 
loan 

on Plasticos do press 5 dsb) spk bie ae Ree 2k chee eee eit dresden tae 450 
Do.. Olinkraft, (Olin Mathieson) Engranes y Products_.......-.----..---- 1, 200 
Mexico. __- industrtales, “SA ‘ at i shitsidehs tached oda Lagi ck 600 
Do .| Bristol de Mexico caminiama be ae ee 520 
Chile ., Empresa Minera de Mantos Blancos, SA__.._.-- ated : . | 2, 200 
Total ° ; oe “ ‘ enna ie oihied ateatee 4,970 


GROWTH IN LATIN AMERICA IN THE FIELDS OF BUSINESS AND TOURISM 


Latin America has had a sigificant economic growth in the postwar years. 
Per capita real gross income showed an average annual increase of 3 percent per 
year during the period 1950-55. There has been some decline in growth inthe 
past 2 years. Expansion of gross income in 1956 is estimated to have kept pace 
with population growth but to have shown no net increase. The fragmentary 
data available for 1957 suggest that per capita income was slightly above the 
1956 level. The tapering off in the rate of growth in 1956 and 1957 may be 
attributed to a variety of factors: (1) the decline in export prices (especially of 
nonferrous metals and coffee) and the resultant adverse turn in the terms of 
trade; (2) the effects of continued inflation; (3) the lower level of agricultural 
output; (4) a reduction in imports of capital equipment due to balance of pay- 
ments problems; and (5) the intensification of political instabilities. While there 
are adverse factors in the picture at the present time, with Latin America’s large 
and still relatively underdeveloped resources the long-term outlook is for con- 
tinued expansion, especially in the industrial sector. 

One indication of the rapid development of business in Latin America in the 
postwar period is the relative increase in United States direct investments in 
Latin American manufacturing and trading establishments over the past 10 
years as compared with investments in agriculture, mining, and public utilities. 
The following table shows that the book value of United States direct investment 
in trade increased almost 7 times, and in manufacturing almost 4 times, com- 
pared with a doubling of investments in mining and smelting and an increase of 
about 50 percent in agriculture and 20 percent in public utilities, 


Book value of United States direct investments in Latin America, by major 
industries 


[Millions of dollars] 


Industry 1946 1950 1952 1955 1 1956 

All industries, total 3, 005 4, 445 5, 443 6, 233 | 7, 008 
Agriculture 407 520 564 606 632 
Mining and smelting 506 628 871 1, 024 | 1, 090 
Petroleum 2 - 697 1, 233 1, 383 1, 561 | 1, 967 
Manufacturing - 399 780 1, 166 1, 372 | 1, 595 
Public utilities * SSO) 927 954 1, 008 1, 052 
Trade 72 243 344 442 495 
Miscellaneous 45 115 161 220 | 257 


} Preliminary. 
? Excludes investments in tanker companies in Panama of $175,000,000 (1950); $193,000,000 (1952): $240,- 
900,000 (1955); and $260,000,000 (1956). 


Excludes investments in shipping companies in Panama of $40,000,000 (1946); $115,000,000 (1950); $122,- 
090,000 (1952): $135,900,000 (1955): and $140,000,000 (1956) 


Trade figures are another indicator of Latin America’s rapid growth in the 
period since the war. The total trade of the United States with Latin America 
increased from $6 billion in 1947 to over $8 billion in 1957. 

During the past decade Latin America’s income from the tourist trade has also 
shown a marked increase. Expenditures of United States nationals for travel to 
Latin America in 1947 are estimated to have been $166 million. By 1957 they 
had increased to $387 midion. The United States is working with the Latin 
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American countries to foster the tourist trade through inter-American travel 
congresses held every 3 years under auspices of the Inter-American Economic 
and Social Council. The United States, under its technical cooperation program, 
has undertaken to train Brazilian nationals in tourist promotion and additional 
projects are to be established during the next fiscal year. 

Mr. O’Hara (presiding). Mr. Secretary, it has been delightful to 
have you with us today and I thank you so much. 

Mr. Rusorrom. Thank you very much, Mr. Chairman. You might 
be interested for the record in knowing that the Vice President invited 
several groups of athletes in the course of our visit to come to Chicago 
to participate in the Pan American games. 

Mr. O’Hara (presiding). We are very happy to hear that. I will 
relinquish the seat of power. 

Mr. Byrp. Thank you. 

Mr. Secretary, when Vice President Nixon announced his trip to 
South America, did the intelligence reports from any of the countries 
indicate that there would be any demonstrations or attempts to com- 
mit acts of violence against him? 

Mr. Rusporrom. Yes; there were some indications of demonstra- 
tions; not of violence. - That there might be demonstrations. There 
were no indications that there might be violence. 

I have here before me, Mr. Chairman, the report which was pre- 
pared by Mr. Murphy, the Deputy Undersecretary of State, for your 
colleagues in the Senate Foreign Relations Committee, and we analyzed 
some of the intelligence aspects and the security aspects of the trip 
in this paper in which you might be interested. 

Mr. Byrp. Was the Vice President advised of these demonstrations? 

Mr. Rusorrom. Of the possibility of the demonstrations? 

Mr. Byrp. Yes. 

Mr. Rusorrom. Yes, sir; he was fully briefed before the trip took 
place and during the course of the trip. There was very complete 
information that was made available to him and to the party after 
we took off from here. 

Mr. Byrrp. Where were the demonstrations anticipated? Was he 
advised that they would possibly erupt where they finally did take 
place? 

Mr. Rusorrom. Well, in the case of Peru, we had advance informa- 
tion, of course, that there was a group of students there who had 
gathered at San Marcos University. We had had previous experience, 
of course, with unfriendly students who had been interested, however, 
in allowing the free play of debate to take place in order to achieve 
their ends or their objectives, whatever they might be, by attempting 
to ask what they might bend thought would have been embarrassing 
questions of the Vice President. 

So, the Vice President felt that to avoid going to San Marcos 
University entirely would simply be to give the communists a victory 
all over the world, so he went by there to let the students know that 
he would be willing to talk with them if any of them wanted to talk. 

There was a gathe ring of students in the plaza, and he left his car 
and approached the students and found that there was not any willing- 
ness to engage in the discussion which had taken place at other places, 
so he went back to his car and, in the course of going back to his ear, 
there were a few rocks thrown, and he went on to Catholic University 
and stayed there for about an hour in an unscheduled visit and con- 
ducted this extremely useful and constructive discussion over a num- 
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ber of problems. Questions were asked him by the students and he 
answered them in his customary way. 

Mr. Byrp. So you were apprised of the fact that there would 
likely be demonstrations, but there was no expectation of violence? 

Mr. Rusorrom. There was nothing in the past history of our re- 
lations with Latin America or in the past history of treatment ac- 
corded visitors to lead anybody to expect violence, nor was there any 
reason to believe that, even if there were people with that intent, the 
host countries would not take the necessary steps to provide for physi- 
cal security and prevent the demonstrations from erupting into some- 
thing more serious. 

One would have thought, after the incidents in Lima, for example, 
that in the succeeding stops even extraordinary precautions might 
have been taken to avoid any incidents. After all, the Vice President 
had been invited to these countries. The invitations had been quite 
insistent, in most cases, so he was not going in any other capacity 
except as that of an invited guest. 

The expectation with respect to his treatment was borne out in 
Quito, where the entire visit went off extraordinarily well, where the 
warmth of the welcome, without extreme precautions having to be 
taken, was manifest from the time he stepped off the airplane until the 
time he left, including his presence at the football game and walking 
through the streets for a while. The same was true in Bogota, 
Colombia. 

While there was also advance notice that there might be demonstra- 


tions, and particularly at the University of Caracas, there was certainly 


nothing in advance to indicate that the type of demonstrations w hich 
did occur would take place. 

Mr. Byrp. Was the Vice President advised of the possibility of 
violence being attempted upon or against him before he went into 
Venezuela? 

Mr. Rusorrom. Yes; he was advised of all the intelligence reports 
that were available at the time, and there was one that was disclosed 
to the press, I think, just the day before we got to Caracas, by the head 
of the United States Secret Service here, that there might be such 
an attempt, but as the Vice President, I think has said and as Secretary 
Dulles and others have stated, these reports are usually heard before 
any trip by distinguished persons. You have to evaluate them in 
the light of the known facts, in the light of the source of the informa- 
tion, in the light of the capacity of the country or the place to afford 
protection to the guest. After that was done, after that evaluation 
was made, there was no reason to assume that adequate protection 
would not be afforded the Vice President. 

Mr. Byrp. Is it the normal thing to get rumors, or information like 
this, before you go into these South American countries? I can 
understand how it might be expected in some countries in the world, 
but is this the normal pattern of things in South America? 

Mr. Rusorrom. Mr. Chairman, there is certainly a flood of rumors 
and reports that we get all the time about what extremists of one kind 
or another might do, what Communists might do, what the dis- 
gruntled persons might do. After all, you have the assassination of 
President Castillo Armas in Guatemala last summer; you had the 
President of Nicaragua assassinated the year before that; you had the 
President of Panama assassinated in 1955, I believe it was. We even 
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had here in the United States an attempt made on the life of President 
Truman and an attempt made on the lives of a number of your 
colleagues, here in the House, in spite of all the precautions that are 
taken and in spite of the normal belief on the part of United States 
citizens that such things couldn’t happen here. 

Mr. Byrp. That is true. There have been Presidents assassinated 
in the United States extending back over a period of several decades, 
but I am wondering: Is this something that we have become accus- 
tomed to in our visits to South America and Central America in 
recent years, and does there seem to be a growing pattern of these 
threats of violence and demonstrations? 

Mr. Rusortom. I don’t think there is any reason to assume that 
it is going to grow or that it is going to become any more serious than 
we have seen. I would say that it might be more logical to assume 
the contrary. Latin America has a great tradition of conducting 
itself in a dignified way, and, particularly of being hospitable to its 
guests, and, in spite of the problems, some of which we have touched 
on today, it is basically friendly to the United States, and I think 
the people are basically friendly to the United States. I think there 
is no greater reason to expect additional trouble in the future than 
there has been in the past. 

On the other hand, I think we must certainly not overlook the 
fact—as I mentioned in talking to Dr. Morgan—that there is the 
ever-present threat of the Communists. There is the fact that they 
have been able in these cases to exploit local issues and, through a well- 
organized minority, to take advantage of a particular situation at a 
particular time, and they may undertake to do that in the future. I 
don’t think, though, that it is typically Latin American. 

Mr. Byrp. With regard to recent good-will visits that have been 
made by some of our leaders, in and out of the Government, to Latin 
America, have there been—prior to the visits—have there been in- 
telligence reports that there might be demonstrations or acts of 
violence in those instances? Is this the first occasion in which you 
have had prior reports? 

Mr. Rusorrtom. No, sir, I don’t think it is. I would have to go 
back and look at the record, but I think I could almost with certainty 
say that prior to previous good will visits on the part of well-known 
Americans, outstanding political leaders of one kind or another, that 
we would have had reports of possible demonstrations or unfriendly 
questions at meetings, and so on. 

After all, for example, some of the emphasis of the press on the 
negative aspects of the trip contributed, I think, to blew up out of 
proportion the unfriendly questions that were put in a few cases by 
students or by newspaper people and to obscure the overwhelmingly 
friendly reception that the Vice President and his party received. 

I think that you find unfriendly questions everywhere you go. 
In talking in Uruguay, for example, in a press conference which I 
held in going through there last August before the Buenos Aires 
Economic Conference and in Bolivia before that, and even in Mexico 
when Dr. Eisenhower was there in early August, there were some 
questions which were asked which were obviously slanted, pointed, 
and in some cases were asked by re porters for Communist newspapers. 

Mr. Byrp. Prior to Dr. Eisenhower’s visit, were there any reports 
that there might be demonstrations? 
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Mr. Rusortrom. Dr. Eisenhower only went to Mexico in this case 
and I would have to go back and check. I don’t recall any of any 
particular importance. 

Mr. Byrp. Have any demonstrations ever materialized prior to 
this visit by Vice President Nixon? Demonstrations against other 
officials of our Government traveling in Latin America? 

Mr. Rusorrom. Again I would have to check into the record, but, 
for example, the throwing of Communist handbills and the gathering 
on the sidewalks of certain groups of students—and the students are 
among those whom the Communists have concentrated on for this 
type of outburst—I would be almost certain that you would have 
had that kind of demonstration before. 

Mr. Byrp. I have a number of other questions, but perhaps Mr. 
O’Hara would like to ask a question? 

Mr. O’Hara. Thank you, Mr. Chairman. My questions can wait. 

Mr. Byrp. Were there sany demonstrations in Uruguay? I 
believe that was the first country visited? 

Mr. Rusortrom. That was the first country. We landed at the 
airport and drove in a long parade of cars through the heart of the 
city on a trip which must have taken 45 minutes or nearly an hour, 
and there was a competely warm reception all the way in. People, 
of course, are attracted by the motorcycle escorts. Sometimes they 
use sirens, sometimes they don’t, but just a parade of cars as a rule 
will pull people out of the stores and even out of their homes and 
leaning out of the windows of homes and schools and stores and 
places “like that and, except for a few students as we went by one of 
the university buildings, there was certainly nothing unfriendly in 
the reception in Montevideo. It was the fact that there were students 
at the university who, instead of waving and cheering and so on, as 
the normal person does, threw a few handbills that prompted the 
Vice President to go to the university the following day, which he 
did, and quite successfully and constructively entered into discus- 
sions with the students there over the whole spectrum of problems 
with Uruguay and some problems going beyond Uruguay’s borders. 
While he was talking with the students in one room—lI couldn’t get 
into the room so I got sort of shoved aside—I found myself engaged 
with half a dozen students in another circle for about 30 minutes, 
also talking. 

Mr. Byrp. What was the content of the handbills that caused him 
to go to the university and discuss this? 

Mr. Rusorrom. Most of the handbills all over the hemisphere 
carried such slogans and banners as “Little Rock,” “Guatemala,” 
“Yankee Imperialism,” ‘Wall Street Agents,” ‘“Me€ ‘arthyism,” 
“Colonialism,” “Nixon, Go Home,” and that sort of thing. It was a 
pattern that was pretty much the same all over Latin America. 

Mr. Byrp. And the same was true of these handbills the students 
were distributing in Uruguay? 

Mr. Rurorrom. Yes, sir. 

Mr. Byrp. Was the air charged with tension, there, as it was in 
certain other areas that you visited later? 

Mr. Rurnorrom. No, there wasn’t any charge of tension in the air, 
there. 

Mr. Byrp. Were there any demonstrations against the Vice Presi- 
dent in Argentina? 
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Mr. Rurortom. No, sir. 

Mr. Byrp. Ecuador? 

Mr. Rusorrom. No, sir. 

Mr. Byrp. Colombia? 

Mr. Rvurortom. In Colombia there was a small crowd gathered in 
the plaza in front of the hotel, when we landed at the hotel, after 
having driven in from the airport through highways and streets lined 
with thousands of school children. It was a Sunday, there, and this 
group, | would guess mostly young people and probably students, soon 
was completely swallowed up and forgotten about. 

Mr. Byrp. You said in your testimony that the first serious incident 
of an unexpected character developed in Peru? 

Mr. Rurorrom. Yes. 

Mr. Byrp. Which indicates that there might have been incidents 
not considered serious. 

Mr. Rusorrom. Well, I do include them in my report. I men- 
tioned the situation or incident in Montevideo, for example, as one. 

There were also some Communist handbills at the university in 
La Paz when we went into the university there to speak, and as we sat 
around this table there was a whole group there of students, some of 
them I would say between 40 and 50 years of age, who asked questions 
covering just about the whole spectrum of political opinion. 

There were some who were rightists, some who were Communists, 
some who were MNR (Movimiento Nacional Revolucionario) sup- 
porters—that is the party that is in power there, and there were others 
in between. But the handbills which were tossed there as we walked 
into the building were about the same line that I mentioned here 
earlier. 

Mr. Byrp. What was the purpose of the Vice President’s visit to 
the President of Paraguay? 

Mr. Rusotrom. He had been invited to go to Paraguay and Pars 
guay is one of the countries in Latin America with which we have ie 
had relations. The welcome that was extended him there was as 
warm as I would say that extended him anywhere. 

Mr. Byrp. Do you feel that the people of Latin America might 
have resented his paying homage to a dictator? 

Mr. Runorrom. Ido not think his visit there constituted paying 
homage, if I may say so, Mr. Chairman. As a matter of fact, he 
took advantage of his presence in Asuncién to stress the ideals of 
democracy and the advisability and the necessity of combating the 
Communist menace with positive factors, as well as with just negative 
factors. 

Positive factors I would call providing the democratic freedoms to 
the people and the chance to work and to live and to pull themselves 
up to a position of dignity and economic level where they can enjoy 
freedom. 

He stressed that while he was there, directly, both to the President 
at the dinner given in his honor and also in speaking to the congress, 
which was assembled to receive him. 

Mr. Byrp. Was there any indication that the people resented the 
visit? 

Mr. Rusorrom. No, there was no such indication. I would say 
the reception there was very, very cordial indeed, and very friendly. 

During the afternoon of the Sunday we were there, the Vice Presi- 
dent received a committee of the liberal opposition to the present 
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government, and had a talk with them. I was present. He also 
received a committee of laborers, organized labor representatives who 
also had complaints about the government and he also received a 
group of students and a group of Catholic Action representatives. 

Mr. Byrp. From how many countries were invitations received? 

Mr. Rusortom. All eight of the countries that he went to. 

Mr. Byrp. Why was Chile not included in the itinerary? 

Mr. Rusorrom. Chile was not included in the itinerary because up 
until 5 or 6 days before our departure the President of Chile was 
expected in the United States as a visiting official guest to be accorded 
a state welcome. He canceled his trip on very short notice, and by 
that time all of the schedules had been arranged for the eight countries 
and it simply wasn’t possible to rearrange them. That is the main 
reason. 

Mr. Byrn. In Lima, was the Vice President made aware of the 
dangers involved in attempting to address the students at the uni- 
versity? 

Mr. Rusorrom. Yes, sir; he was. 

Mr. Byrp. He proceeded to address them, even though he was 
aware of the dangers involved? 

Mr. Rusorrom. He was aware of the fact that there might be some 
unfriendliness, that there was a group of students in the plaza and 
he decided to go anyway, in recognition, I think, in the first place, 
that there might have been an element of bluff in the word that had 
been received from the students; in recognition also that you can 
accomplish a great deal by discussing things. You do not accomplish 
solutions to problems by avoiding discussion; so far as he was con- 
cerned he was willing to give the students who had any grievances 
they wanted to discuss a chance to express themselves and to try to 
air out the problems and the grievances. 

Thirdly, I think he recognized that to the extent there was a 
Communist design behind this—and there is no question but what 
there was—that failure to do this would have given them a victory 
which I think would have been quite substantial. 

Mr. Byrp. Was the alternative also weighed or considered, do you 
suppose, the fact that to do it might just as well work to the detriment 
of our country’s relations, not only there with that country, but to 
the detriment of the United States in other parts of the world as a 
result of propaganda that could be disseminated by the Russians 
pointing to an act of violence or a strong demonstration there? 

Mr. Rusorrom. I think that that was weighed. After all, the 
Russians do not need something like this to point the finger at us, 
Mr. Chairman. They accuse us of all kinds of things, most of them 
lies anyway, all the time. 

Mr. Byrp. This is the first such incident, though, that they can 
point to, is it not, certainly in which the second highest official of our 
country has been subjected to such indignities? 

Mr. Rusorrom. I don’t know that it is the first incident of this 
kind. It is the first one in Latin America that I can recall. There 
may have been others in the past. 

I talked to a number of Peruvians and one of their distinguished 
diplomats told me, for example, that he had once gone over to the 
University of San Marcos and had been subjected to about 2% hours 
of indignity before he was allowed to speak, but he finally did stay 
and speak. 
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You are aware of the fact that students all over have certain ex- 
tremist tendencies, some of which they outgrow. 

I think that you are also aware that in Latin America, and San 
Marcos University I think is one of the examples, you have a rather 
extreme autonomy which is granted to universities whereby students 
take on responsibilities with respect to the faculty and with respect 
to curriculum and important decisions affecting the institution which 
normally—I mean in our country—are left to adults. 

You also, of course, have very definite Communist activity in the 
universities in Latin America as you do in other places. 

Mr. Byrp. Have there been any demonstrations or acts of violence 
against any of the many thousands of Americans who live in Peru 
and Venezuela? 

Mr. Rusotrrom. I am not aware of any. There are occasional 
outbursts of violence, some with reason perhaps and some without 
reason, that take place, where you have thousands of Americans living 
and traveling abroad, but at this point I don’t recall any incidents 
do you mean that have occurred sincee—— 

Mr. Byrn. Since, or shortly before. 

Mr. Rusorrom. No. Iam not aware of any. 

Mr. Byrp. Do you feel that these demonstrations were indicative 
of anti-American feeling, or were the vy indicative of any feeling against 
the .Vice President as a person? Were they definitely Communist 
inspired, or were they partially inspired by the economics that enter 
into the picture? 

Mr. Rusortom. I think there is no question but what, as I said 
in my statement here, that they were inspired by a Communist 
minority. Ido not think that they were inspired by any widespread 
anti-Americanism. I think there were genuine problems and griev- 
ances held against the United States which the Communists were 
able to exploit in addition to their own evil designs and these they 
were able to exploit and cause to erupt in the form that they did. 

The problems are very, very critical problems as I expressed in my 
statement and as I interpolated in addition to my prepared statement. 

In the case of Peru, the feeling, particularly with respect to their 
problems in exporting metals and minerals to the United States, has 
struck them in a very vital spot. The consequent reduction in 
income has come at the very time when they were achieving success 
in their stabilization program which had been going along for a number 
of years. This has been a blow not only to the Government, but also 
to the people, because you have unemployment or you have reduced 
income for the workers and that is something that we certainly cannot 
play down. 

By the same token, among the economic problems, ‘‘the’’ economic 
problem that affects Venezuela, of course, must be recognized to be 
the oil import restrictions of our own Government which are on a 
voluntary basis. While they have been explained to the Venezuelans, 
the Venezuelans still don’t accept them as being in their best interests. 
We have done our best to show that the impact is not as great as they 
allege and that in the long run, if the economic upturn eventually 
takes place that people are hoping for, this will be a short-term prob- 
lem for them. 

This is a very important thing to Venezuela. Issues like this one 
can be exploited. There are economic problems involving trade 
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policies and the like, all of which enter into our overall relations with 
Latin America, which relations are not just conducted by one little 
department of the Government, but which are a manifestation of the 
attitude of the Congress, of the attitude of the American public, of 
the attitude of the American press, of the big foundations which carry 
out programs in Latin America and so on. 

Now, serious as those problems are, Mr. Chairman, I think that 
it would be just as serious a mistake to underestimate the importance 
of the Communist design behind this difficulty. I think we’ve got to 
bear in mind both factors. There is the always present insidious 
Communist design to create difficulties, to impair relations between 
friends, to exploit issues and to create issues if they don’t exist, and at 
the same time we must consider the real problems to which I have 
already alluded, on the economic side particularly. 

Mr. Byrp. Has any unemployment resulted from the oil restric- 
tions that have been voluntarily placed upon imports of oil from 
Venezuela? 

Mr. Rusorrom. There has been some slight unemployment, I 
understand, resulting for the most part from the general world decline 
in demand for oil, but I don’t think it has been very extensive. 

Actually, I think with the social security program in effect in 
Venezuela, that most of the employees of oil companies have been able 
to obtain compensation. 

Mr. Byrp. Do you think that the same feeling of animosity toward 
our Government might exist in Central America among the minority 
groups as was evidenced in South America? 

Mr. Rusorrom. I think that in Central America you will find a 
group of hard-core Communists who will be working to exploit what- 
ever issues there are to carry out their plan the same as elsewhere. 
| think that they have available for exploitation a real problem, 
primarily resulting from the fall in the price of coffee and the instability 
in the coffee market which has existed here for the last few months. 

But I think we will be able to overcome some of the concern, the 
uncertainty that exists about the coffee market, by the steps which the 
United States is now taking in consultation with the coffee-growing 
countries of the hemisphere and elsewhere, to study the coffee 
problem and consult on it in such way as to contribute to the stability 
of the market. 

Mr. Byrp. Mr. O’Hara, do you have any other questions? 

Mr. O’Hara. Yes, I have a few questions, Mr. Chairman. 

How many people were in the official party that accompanied the 
Vice President? 

Mr. Rusorrom. There were nine counting Mrs. Nixon. 

Mr. O’Hara. On whose initiative was the trip undertaken? 

Mr. Rusorrom. The trip was primarily the result of the naming 
of the Vice President as the representative of the President of the 
United States and the American people to the inauguration of Presi- 
dent-elect Frondizi in Argentina. 

Once the Vice President was going that far and it became known 
that he was going that far, there were invitations from other neighbor- 
ing countnes that he plan to stop off either on the way or on the way 
back. 

Mr. O’Hara. Were these invitations inspired or did they come, as 
far as you know, voluntarily? 
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Mr. Rusorrom. I think they were for the most part voluntary. 
Once they knew the Vice President was going to Argentina, we had 
quite a number of callers at the Department, ambassadors coming in 
conveying invitations. 

Mr. O’Hara. Was the decision made in the State Department that 
he should accept these invitations and visit these other countries? 
Was that a State Department decision? 

Mr. Rusorrom. That was a decision that he himself would have to 
make and the Department would certainly counsel with him on it, 
yes, sir, but you couldn’t say that the Vice President’s decision was 
based just on what the State Department counseled him to do because 
his own plans and his own position would give him also a vital role in 
the determination. 

Actually, the Vice President had made a trip to Brazil to the 
inauguration of President Frondizi in the early part of 1956. 

Mr. O’Hara. The expenses are paid from what fund? 

Mr. Rusorrom. The expenses of the trip were paid for by the 
State Department. We would have had these expenses anyway— 
that is most of them—in connection with the sending of a delegation 
to Argentina. 

Mr. O’Hara. From what particular fund in the State Department 
were the expenses paid from? 

Mr. Rusorrom. As far as I know, I think they were paid for out 
of the regular funds that are set aside for attendance of delegations 
at inaugurations, and also for official travel of this kind. 

Mr. O’Hara. None of that comes from the money that is appro- 
priated under the Mutual Security Act? 

Mr. Rusorrom. No, sir. 

Mr. O’Hara. What do the expenses amount to? Roughly? 

Mr. Rusorrom. I don’t know. I will try to get that figure. [ 
would have to go back and check. 

Mr. O’Hara. | don’t know that I am particularly interested, Mr. 
Chairman. 

Mr. Byrp. I don’t think there is any reason why we shouldn’t 
have it. 

Mr. O’Hara. Then I think we should have it. 

(The information requested will be furnished for the files of the 
subcommittee.) 

Mr. Byrp. How many Secret Service personnel accompanied the 
party? 

Mr. Rusorrom. There were advance people who went out ahead of 
the party in order to make certain checks and certain arrangements 
and there was one agent who was with the Vice President at all times. 
I think the most that he had at any given place was six. I could 
check that. I actually don’t know the exact number altogether. 

Mr. Byrp. I think the subcommittee would like to have that in- 
formation, Mr. Secretary. 

(The information requested is as follows:) 

There was a total of 12 Secret Service personnel utilized in connection with the 
Vice President’s trip. Of these, six accompanied Mr. Nixon from Washington to 
Montevideo, the others having proceeded as advance representatives to the 
various capitals visited in order to make the necessary security arrangements. 
These people were picked up as the trip progressed, with the result that there was a 
total of 12 Secret Service men present during the Caracas visit. Of these, 8 
were in the motorcade from the airport with Mr. Nixon upon his arrival. 
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Mr. Byrp. Were all of the invitations from the eight countries 
‘cepted before the Vice President left? 
Mr. Rusorrom. Yes, sir. 
Mr. Byrp. I just have another question or two, Mr. Secretary, and 
we won’t detain you any further, unless Mr. O’ Hara has another 
question. 

I am looking at an article written by Mr. Drew Pearson and I am 
confident that you are probably aware of the contents of it. 

I would like to ask you this question: Mr. Pearson says that Vice 
President Nixon returned from his tour of South America, furious at 
the State Department. [Reading:] 


an 
~~ 
oe 


He is now determined to do something even if it means tangling with Secretary 
Dulles. He wants the resignation of Assistant Secretary Roy Rubottom as well 


as a drastic reorganization of the Inter-American Office and the recall of at least 
four Ambassadors. 


Actually some of the envoys in Latin America are among the best in the service. 
Ambassador Edward Sparks of Venezuela performed heroic jobs in Bolivia and 
Guatemala, while Ted Achilles in Peru, where Nixon also suffered indignities, is 
an expert. The trouble was, Nixon didn’t follow their advice. 

I would like to have your comments on that item, particularly as 
it refers to the statement by Mr. Pearson that the Vice President 
wants the resignation of the Assistant Secretary of State, Roy Rubot- 
tom. 

Mr. Rusorrom. I don’t know what the source of the information is. 
I have been in contact with the Vice President since before the trip, 
during the trip, and after the trip. He has never mentioned that to 
me. In his forthright way, | would assume that he would if he had 
such in mind. It hasn’t been mentioned to me by the Secretary or 
by anybody else. Obviously, my tour of duty as Assistant Secretary 
of State is at the sufferance of the Secretary and the President. | 
have no information that would lead me to believe that the article is 
accurate in that respect. 

Mr. Byrp. Do you have any evidence of the Vice President having 
been dissatisfied or unhappy with your conduct of your office? 

Mr. Rusorrom. No, sir. 

Mr. Byrp. At any time? 

Mr. Rusorrom. No, sir. 

Mr. Byrp. Do you know of any advice that was given by you to 
the Vice President that he did not accept? With reference to these 
possible demonstrations? 

Mr. Rusorrom. I don’t recall any particular counsel or advice that 
I gave to him that he ignored or that he decided in his own wisdom 
not to accept. After all, many of these decisions are very, very 
difficult decisions to make. They are decisions that go far beyond 
the personal security of the man, or his wife who was accompanying 
him. ‘They also have to be weighed in the light of his official position, 
the country which he represents and, after listening to all of the coun- 
sel of all of the people who are around him, the ultimate decisions, as I 
think the Vice President stated in his speech to the Press Club, on any 
one of a number of steps that he decided to take during the trip—just 
like other decisions that he has to take—have to be his own. 

I must say that I think the decisions that he took were wise decisions, 
and I think that certainly the positive and constructive aspects of this 
trip, in pointing up ceriain issues that we here in the United States 
need to face squarely, and in pointing up certain issues and problems 
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which our friends in Latin America need also to face squarely—because 
we must remember that the responsibility is certainly not all ours, 
although there has been a tendency I think for us to try to assume all 
the responsibility—will bear out the worthwhileness of the triv. 

The Vice President had made other good will trips and he had been 
received warmly and cordially everyw here he had gone. He had been 
to Latin America before. He had traveled through Central America 
in 1954. More recently there had been rather widespread criticism 
in the press as well as in certain statements that were put into the 
Record, made in the Congress, about alleged ignoring of Latin America 
by the highest officials in the Government. His trip was not only in 
recognition of the opportunity to go to Argentina and the other coun- 
tries and deal forthrightly and openly and frankly with the Govern- 
ment leaders and the other people concerned, but also to show, at first- 
hand, the interests of the United States at the highest level in the 
Government. 

Mr. Byrp. Granting that it may have been his decision to make, 
was he advised not to go to the university in Peru? Was he advised 
by you not to go there? 

Mr. Rusortom. There were some people in his party who advised 
him not to go, as he pointed out in his press conference. On the 
other hand he received advice from Ambassador Achilles—advice in 
which I participated because the Ambassador and I had talked for 
a long time in the early morning before this decision had to be made 
that he go and the Ambassador’s letter, as you know, to that effect 
was pu tblished in the New York Times a few days ago and I think 
he made the right decision when he went to the unive rsity. 

Mr. Byrp. Did you advise him not to go to Caracas? 

Mr. Rusottrom. No. 

Mr. Byrp. Was he so advised? 

Mr. Rusorrom. I don’t know about all of the people. I wasn’t 
around him all the time. If he was advised not to go I am not aware 
of it. 

Mr. Byrp. I read in the press here the day before he went to 
Venezuela, that some rather violent demonstrations and maybe some 
acts of violence might be attempted against him. That was 24 
hours before he was to go, or it was the day prior to his intended 
visit. At least, when I read it, it was a day prior to his intended 
visit. The accounts in the press of what might have been expected 
would have led me to believe that certainly there was some great 
danger to the person of the Vice President involved. And although 
I am far from being a student of Latin American affairs, just as an 
ordinary citizen I would have had keen apprehension concerning the 
safety and welfare of the Vice President if he proceeded to go on. 
But, the press stated that his intentions were to go, nevertheless. 

Now, certainly, if I got that reaction here, the realities of the situa- 
tion being what they were on the spot, someone in the party should 
have had the same keen apprehension there. 1 am wondering, do 
you know whether or not the Vice President was advised not to pro- 
ceed on? He had already had these unfortunate and difficult and 
trying situations that had developed in Peru. Was there no one 
there who thought it well to advise the Vice President against going 
on to Venezuela? 

Mr. Rusortom. Mr. Chairman, if there was anybody who advised 
him not to go to Venezuela, I am not aware of it. 
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I repeat that before any outstanding American visitor goes abroad, 
you invariably have rumors and reports coming in from various 
sources of untested— frequently untested—reliability of possible 
demonstrations. That is the danger that the United States has to 
face, it seems to me, in its position of leadership abroad and in its 
being the main target of Communist propaganda and even worse, 
Communist designs that go beyond the propaganda stage and certainly 
the Vice President is one of their main targets. 

Now, 10 years ago, I was in Bogota prior to the Pan American 
Conference which took place during the month of April 1948. For the 
few days before that Conference—in fact a few weeks before that 
Conference started—there were indications that there might be 
demonstrations, that there might be violence. The Communists 
were using some of the same slogans that I just mention in an effort 
to create fear and uncertainty and instability on the eve of that 
Conference. 

In little throwbills and leaflets General Marshall was told to go 
home. But General Marshall was there representing the United 
States at an important conference, one that meets every 5 years. 
The United States in its role today, and its leaders, cannot be pushed 
around, if you please, and bluffed and threatened and bullied by the 
Communist design. If we do, we might just as well stay home. We 
won’t get any work done, sir. 

Mr. Byrp. Well, this question may not be one that I should ask of 
you, Mr. Rubottom. I can appreciate the fact that the United States 
as the foremost leader in the world today, should not permit itself to 
be bullied and bluffed but certainly a situation existed there which 
has caused us considerable loss of prestige and a great deal of embar- 
rassment, and we should have known something more than we 
evidently knew before the Vice President went in or else if we knew 
the things that should have been known, he was poorly advised or he 
made the wrong decision, in my opinion. 

Again, this may not be a question which I should ask of you, but 
I trust that you will, if you don’t know the answer, or if you feel that 
you don’t want to, you certainly don’t need to answer: Do you know 
of any basis for the statement by this columnist that the Vice President 
was furious at the State Department; that he wants at least four 
ambassadors to be recalled? 

Mr. Rusorrom. No, sir; I don’t know of any basis for that state- 
ment. 

Mr. Byrp. Do you know of any advice that was offered by any one 
of these four ambassadors that I have named, that was not followed 
by Mr. Nixon? 

Mr. Rvusorrom. No, sir. 

Mr. Byrp. Mr. O’Hara, do you have any other questions? 

Mr. O’Hara. No. 

Mr. Rusorrom. May I say one thing in response to your next to 
the last statement about Venezuela: The United States can take 
unto itself much of the responsibility for what goes on in the world, 
insofar as its own actions are concerned and the actions of its own 
people and its own representatives, but I think there has to be ade- 
quate recognition of the responsibility that other nations and other 
peoples have to take. 

We, after all, in the conduct of foreign affairs, are only one of the 
nations involved, and it seems to me we shouldn’t overlook the fact 
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that the Vice President was invited by the Government of Venezuela, 
to go to Venezuela. The Ambassador of Venezuela was one of the 
people who talked to me before the trip was announced or the itinerary 
had even been planned, and expressed the hope that the Vice President 
could and oak go to Venezuela. 

Mr. Byrp. And I believe you said that invitation was not inspired 
by ourselves? 

Mr. Rusorrom. No, sir. And therefore when there are reports 
that there may be demonstrations of the kind that did come in prior 
to the trip to Caracas, we have to assume that the Venezuelan Gov- 
ernment, as the host, and the country which invited the Vice President 
to go there, is going to take adequate steps to assure his protection 
in the first place, and to assure that whatever demonstrations might 
ensue do not get out of hand. 

It was that these steps had not been taken and that there were 
inadequate security measures to assure the protection of the Vice 
President there for a few minutes at least, that led to the trouble. 

Mr. O’Hara. Well, Mr. Chairman, I do have a question. 

How many American professors do we have in the Latin American 
universities, quite a number? 

Mr. Rusotrrom. Quite a number. I have undertaken to get some 
of the exchange figures. 

Do you happen to have those, Mr. Schmidt? (E. Lewis Schmidt, 
Deputy Assistant Director, Latin America, USIA.) 

Mr. Scumipt. I am sorry; I do not have those percentage figures. 
They can be obtained. 

Mr. Rusottrom. We do have Fulbright agreements with 9 or 10 
countries in Latin America, and this is going to make it much easier 
to send down American professors, using some of the proceeds of the 
funds from the sale of our surplus commodities under Public Law 480 
and so on, than it has been in the past. I can get you the number. 

Mr. O’Hara. Is there an American professor at the university 
where this happened to the Vice President? 

Mr. Rusotrom. I do not know. I will try to find out. 

Mr. O’Hara. I would like that in the record, if approved by the 
chairman. 

Mr. Byrp. All right. 

Mr. O’Hara. If we had an American professor at that university, 
was he consulted either before or after the rioting happened? 

Mr. Rusorrtom. I will have to look into that. 

Mr. O’Hara. I might say among many persons with whom I talk 
there is a feeling against the closed corporation manner in which the 
educational exchange program is being handled. I would like to 
know if we have an American professor and students at this univer- 
sity; whether they were consulted before or after the rioting and who 
are the American professors and students at other colleges in this area. 

Mr. Byrp. And whether or not there are any known Communist 
members of the faculty. 

Mr. Secretary, can you get us that information? 

Mr. Rusorrom. You mean counting Peruvians as well? 

Mr. Byrp. I am counting any and all Communist members of the 
faculty. 

Mr. Rusorrom. We will look into that and I will do my best to 
find an answer for you. 
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(The information requested is as follows:) 


There are two visiting United States professors at San Marcos University: 
Lewis P. Munan, of George Washington University (physiology, medical statistics) 
and W. Eugene Hollon, University of Oklahoma (history, American studies). 
There are also 5 United States research scholars there under the Fulbright pro- 
gram: 2 in social anthropology, 2 in archeology, and 1 in public communica- 
tions. Also at San Marcos is a Buenos Aires convention exchange student from 
Texas. The Department of State has no knowledge or indication that these 
persons were consulted beforehand with respect to the visit by Vice President 
Nixon, but should the subcommittee so desire this point will be verified with the 
Embassy in Lima. 

There are no United States professors or students at the University of Caracas. 
This institution has been closed for a large part of the past several sessions. 

There are some other United States scholars in this same general area. Mrs. 
Howard R. Stephenson, North Carolina representative on the National Founda- 
tion against Infantile Paralysis is a visiting lecturer on public relations at Catholic 
University in Lima. There are also 2 visiting professors in Colombia and 3 in 
Ecuador who are available for brief lecture trips in Peru and Venezuela when 
invited. Other United States visiting professors are similarly available on brief 
loan from other South American countries. 

Mr. Byrp. Do you have any further questions, Mr. O'Hara? 

Mr. O’Hara. I have nothing further. 

Mr. Rusorrom. We do have, apparently, in 1957, 22 Americans on 
university studies in Latin America. We have 6 doing advance re- 
search; we have 9 teaching; we have 42 doing university lecturing; 
and we have 27 doing lecturing or advising. 

In Peru we do have a few in each one of those categories—in all 
categories we have a few. 

Mr. O'Hara. Very likely at this university where the disorder 
occurred there are American professors? 

Mr. Rusorrom. There may be 1 or 2 there. I was in contact with 
the cultural attaché at Lima who certainly advised the Ambassador, 
and the Ambassador in turn reached his opinion, and I am sure that 
the cultural attaché probably had the advice of the visiting professor, 
if there was one. 

Mr. Byrp. Mr. Secretary, we do not want to impose upon your time 
any further. You have been very generous. You have been very 
gracious in answering our questions, and I do not want to impose 
upon the time of our staff any further. I want to express apprecia- 
tion to the staff for the help they have given the sube ommittee in 
getting these hearings started. We will look forward to seeing you 
again then next Tuesday. 

Mr. Rusorrom. I may try to come for a little while Thursday 
morning with Mr. Bernbaum. 

Mr. Byrp. We will be very pleased to have you with us. 

The meeting is adjourned. 

(Whereupon, at 1:45 p. m., the subcommittee adjourned, to recon- 
vene Thursday, June 5, 1958.) 
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A REVIEW OF THE RELATIONS OF THE UNITED STATES 
AND OTHER AMERICAN REPUBLICS 


THURSDAY, JUNE 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met in room G-3, United States Capitol, at 
10:40 a. m., Hon. Robert C. Byrd (chairman of the subcommittee) 
presiding. 

Mr. Byrp. Gentlemen, the subcommittee will come to order. 

We have with us today, as we prepare to continue the hearings, 
Mr. Maurice M. Bernbaum, Director of the Office of South American 
Affairs, Department of State, and he is accompanied by Mr. Sandy 
Pringle, Mr. Carl Bartch, and Mr. Viron Vaky from the Office of 
South American Affairs. 

Mr. Bernbaum, we are very pleased to have you with us this 
morning. I am confident other members of the subcommittee will 
be present. We are going to be interrupted by quorum calls, perhaps, 
inasmuch as the House will go into session this morning at 11 o’clock, 
and we hope that the members of the subcommittee and the full 
committee who may be present will remain until the second bell has 
rung, in each instance, after which we will suspend the hearings 
temporarily until we can all go down, answer the roll, and then come 
back and continue the hearings. 

[ understand that the House will have a very distinguished visitor 
today at about 12:30, at which time I suppose we w ill have to dis- 
continue our hearings. 

[ might state that on Tuesday of next week, June 10, the sub- 
committee will meet at 10:30 a. m. in executive session. At that 
time we will have with us as witnesses representatives of the Central 
Intelligence Agency and the Department of State, including the 
Honorable Roy R. Rubottom, Jr., Assistant Secretary of State for 
Inter-American Affairs. 

The subject of the hearing on Tuesday, June 10th, will be Commu- 
nist Penetration of Latin America. 

For the benefit of the subcommittee members who are present today, 
we will also have an executive session of the subcommittee on next 
Thursday, June 12. The subject at that time will be Communist 
Propaganda in Latin America, and the witnesses will be Mr. Frank 
H. Oram, Assistant Director, United States Information Agency for 
Latin America, and representatives of the Department of State. 

Mr. Bernbaum, as I said, we are delighted to have you with us this 


morning and we are pleased that your desk officers have accompanied 
you. 
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I am glad to see Mrs. Kelly come in. She is not a member of the 
subcommittee, but she is very interested in the subject of our hearing. 
We are delighted that you can be with us, Mrs. Kelly. 

Now, Mr. Be rmbaum, you may proceed in any way you please. 
If you have a statement you would like to make, we will be very glad 
to hear you. 


STATEMENT OF MAURICE M. BERNBAUM, DIRECTOR, OFFICE OF 
SOUTH AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Bernraum. Thank you very much, Mr. Chairman. I appre- 
ciate very much the opportunity of appearing here before the sub- 
committee to describe our experiences in some of the most interesting 
countries in South America. 

Mr. Rubottom stated last Tuesday that there was a very close 
identity of interest between the United States and Latin America. 
It seems to me that this close identity of interest is very clearly re- 
flected in our relations with these three countries we are going to 
cover now: Argentina, Peru, and Venezuela. 

Chere is one characteristic of the three countries which I would like 
to mention before getting into a more detailed description of our rela- 
tions with them and that is the fact that each one has, in the relatively 
recent past, emerged from authoritarian government to democratic, 
or democratically oriented, government. 

The Frondizi government in Argentina took over by free elections 
from the democratically oriented military regime which overthrew 
Peron in 1955. 

This was to the great credit and honor of the military concerned, 
as well as of Argentina as a whole—the fact that a military government 
voluntarily relinquished power to a civilian government. 

The government in Peru took over by free elections in 1956 from 
the military government of General Odria. There again you had a 
transfer of power by free elections. 

The democratically oriented junta government in Venezuela took 
over by revolt in January from the military government of Gen. Perez 
Jimenez. 

These developments, it seems to us in the State Department, are 
of very great importance to the future of democratic institutions in 
Latin Americ 

Of the three countries, only Venezuela is free from economic 
difficulties. It’s rich and highly developed petroleum industry has 
made its Government the wealthiest in Latin America. Its 6 million 
people have, by far, the highest per capita income in the Latin America 
area. 

In contrast, and despite the skills of its 20 million people and the 
wealth of its agricultural resources, Argentina has been suffering from 
a chonic economic crisis which has been reflected in progressively 
increasing foreign-exchange deficits and inflation. 

A diversified export economy, based on minerals and agriculture, 
and a favorable atmosphere toward private enterprise have made Peru 
one of the most interesting countries in Latin America to investors. 


However, falling prices for its export products have caused economic 


difficulties and labor problems. 
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Turning to Argentina, the new Government came into power on 
May 1 in one respect, at least, under the most favorable possible cir- 
cumstances. ‘The President and his party, the Intransigent Radicals, 
won an overwhelming victory. They gained all of the Provincial 
governorships up for election; they gained all of the seats in the Senate, 
and they gained two- thirds of the 187 seats in the Chamber of 
Deputies. 

So you might say that the Government started with a very favorable 
opportunity for solving some of the really serious problems facing 
Argentina. 

As described in President Frondizi’s inaugural speech, the solution 
of economic difficulties represents the outstanding problem facing 
the Government. 

A number of factors are involved. The most important, and the 
one that stands out the most, is the virtually complete decapitaliza- 
tion of the country’s capital plant. As the country stands today, 
it is in need of new equipment in transportation, railroads, roads, 
electric power, petroleum, and the production of other fuels, and in 
industrial mac -hinery and in agricultural equipment. 

The minimum rehabilitation and development requirements have 
been placed by an official of the previous government at no less than 
about $3 billion in foreign exchange and a corresponding amount in 
local currencies. 

The requirements for transportation, for electric power, and for 
petroleum alone were placed at that time at about $1.3 billion in 
foreign exchange and at about 30 billion pesos in local currency. 

Now, this deficienc y in capital has been reflected in steady foreign- 
exchange deficits. The lack of capital, the distortion of the economy— 
the distortion of the economy during the Peron regime, at the expense 
of the mainstay of Argentina, agriculture—has resulted in a relative 
decline in Argentine exports from the prewar period. 

Exports today are only about two-thirds of what they were before 
the war, and this despite the considerable increase in the population 
of Argentina. 

The trade deficit in 1957 alone amounted to $340 million. The 
accumulated deficit since 1951 has amounted to $1.2 billion. They 
have been running a deficit almost every year. 

In this situation, petroleum is the most important factor. It 
accounts for about $250 million of Argentina’s imports every year. It 
represents about one-quarter of Argentina’s total imports. As a 
result of this situation, Argentina today has a foreign debt which is 
not very far from $1 billion. 

Mr. Byrp. From what country has it imported most of its petro- 
leum? 

Mr. Bernsaum. Venezuela and the Middle East, and there has been 
a tendency recently, because of the deficit in dollar exchange, to try to 
get alternative sources of petroleum, especially in the sterling area. 

Mr. Byrp. What percentage would you say comes from V enezuela? 

Mr. Bernsavum. I do not know that, sir, offhand. I am told it is 15 
percent. 

Mrs. Ketiy. Where in the sterling area? 

Mr. Bernspaum. This would be coming from sterling companies. 
Companies selling for sterling. British companies, such as Anglo- 
Iranian. Also, for example, some of the Venezuelan crude is pur- 
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chased from Shell, the second largest producer in Venezuela, and paid 
for in sterling. 

The inaugural speech made another point: that domestic capital is 
greatly limited. Argentina’s problems are not going to be solved by 
capital from within the country. That great requirement must come 
from abroad. 

As you might have expected, this problem, in general terms, was 
discussed during the Vice President’s visit. to Argentina. 

Mr. Morano. May I interrupt there, Mr. Chairman? 

Mr. Byrp. Yes, Mr. Morano. 

Mr. Morano. The Argentines expropriated some property. 

Mr. Bernpavum. Yes, sir. 

Mr. Morano. Thereby scaring out foreign capital? 

Mr. Brernpavuo. Yes, sir. 

Mr. Morano. What is the status of the negotiations having to do 
with the return of that expropriated property? Principally, the 
American & Foreign Power—what is it called? 

Mr. Bernpaum. May I answer that off the record, since the nego- 
tiations are still in a confidential stage? 

(Discussion off the record.) 

Mr. Byrp. Mr. Bernbaum, will you proceed? 

We want to place particular emphasis on the political conditions in 
the three countries. 

Mr. Bernzpavo. I actually had been concentrating on the eco- 
nomic aspects because it seems to us that the problems in these three 
countries are very largely economic and that the economic really 
determines the political. 

Mr. Byrp. You are familiar with Mr. Rubottom’s testimony, are 
you not? 

Mr. Bernspaum. Yes, sir; I skimmed through that yesterday 
afternoon. 

Financial assistance to Argentina from the Export-Import Bank 
has thus far amounted to about $290 million. $160 million of that 
was loaned in 1956. $60 million of it was for a steel mill and $100 
million represented a line of credit granted to the previous government 
for transportation problems. 

Our private investments in Argentina are valued at about $470 
million, but unlike many other countries in Latin America, trade with 
Argentina is limited by the competitive character of the production of 
the two countries. 

Argentina produces agricultural products, corn, wheat, linseed oil, 
and beef and wool. As a result of that, Argentine exports to the 
United States are limited. Conversely, Argentina imports a fairly 
large amount from the United States and there is a deficit from the 
Argentine viewpoint in the bilateral balance. This deficit had 
traditionally been made up by trilateral arrangements. That is, 


Argentina would utilize its surpluses in the sterling area and other 


areas to buy dollars with which to reimburse our exporters. 

This situation has become much more difficult because of the 
inconvertibility of currencies and as a result Argentina finds itself 
with a steadily increasing deficit in its trade with “the United States, 
and a corresponding t tendency to try to cut it down and shift its 
trade to other places in the world. This is a factor in connection with 
the loans that the United States Government might make to the 
Export-Import Bank. 
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The feeling, I believe, that most American investors have, and 
certainly that we have in the State Department, is that the Argentine 
problem represents a tremendous challenge to American private 
investment. It is a challenge which would not only be to the benefit 
of the private investor, but of course, to the Argentine Government, 
and in that respect would also contribute very substantially to the 
close relations between the two countries, in which we are very, very 
much interested. 

There is one problem | would like to mention regarding our relations 
with Argentina, aside from this question. 

Mr. Byrp. Before you came in, Mr. Farbstein, I asked that the 
members of the subcommittee and the members of the committee 
please wait until the second call before going down at which time we 
will suspend and then we will come back. 

Mr. Bernpaum. This problem relates to Argentine concern over 
our surplus disposal program under Public Law 480. There is a 
feeling on the part of Argentina that its ability to sell its own agri- 
cultural products is jeopardized by the competition from our Public 
Law 480 program. 

We, of course, have been very conscious of this problem and we 
have done everything possible, not only to minimize, but to eliminate 
the harm which might be done to the Argentine economy. 

I personally have participated in a number of Public Law 480 
negotiations and in each case we made certain that our negotiations 
would not jeopardize Argentina, and for that matter, Uruguayan 
marketings in these countries, and in all cases we felt we emerged 
from these negotiations with the feeling that Argentina had not 
suffered. 

Now, we believe that Argentina is fully aware of our concern and 
our care, but at the same time there does remain the understandable 
concern over the implications of Public Law 480. 

(Discussion off the record.) 

Mr. Bernpaum. Before terminating my comments on Argentina, 
1 would like to emphasize one point and that is that since the over- 
throw of the Peron government in September 1955 there has been the 
very, very earnest desire on the part of the United States Government 
to work out the closest possible relations with Argentina. We feel 
that Argentina is one of the most important countries in the 
hemisphere. 

Argentina had, during the previous period, not been as closely 
integrated into the he ‘misphere system as the other countries had been. 
Our relations certainly had not been as close as we would have liked, 
and there is a very conscious feeling that the opportunity today is 
great for the initiation of these close relations and we have that in 
mind at all times. 

Now, turning to Peru 

Mr. Morano. May I ask a question before you leave Argentina 
please? 

Mr. Byrp. Mr. Morano. 

Mr. Morano. They have a nationalization law regarding their oil, 
have they not? 

Mr. Bernsaum. They have an oil monopoly which restricts pro- 
duetion—a law which restricts new production and exportation to the 
Government monopoly. 











52 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


Mr. Morano. In connection with the Frondizi government, has 
there been indication that there will be a relaxation of that law to 
permit foreign companies coming in and digging for oil? They have 
oil there, as I understand, and nobody digging for it. 

Mr. Bernsaum. The Argentine monopoly today produces about 
35 percent of Argentina’s requirements for oil. 

(Discussion off the record.) 

Mr. Morano. Did you not just testify they are importing a lot 
of oil? 

Mr. Bernpaum. They are importing a lot of oil. 

Mr. Morano. Thereby increasing their deficit in foreign exchange? 

Mr. BernBavuom. Yes, sir, that is right. 

Mr. Morano. And if an American company or any other company 
could go in and dig for oil, would it not be of advantage to their 
economy? 

Mr. BernsBavo. Yes, sir. 

Mr. Morano. Is the new Congress going to consider this problem? 
Please be as brief as you can. I know the chairman wants to get on. 

Mr. Bernsavum. President Frondizi, in his discussions of the matter 
and his announcements on the matter, has made it very clear that 
although he wants private capital in the oil industry, he does not want 
it on a concession basis. That word is taboo in Argentina. 

Mr. Morano. It is a middle ground that he wants? 

Mr. Bernsaum. That seems to be something that is in the process 
of working out. 

Mr. Byrp. Mrs. Kelly? 

Mrs. Ketuy. Mr. Chairman, I would like the witness to discuss 
briefly the triangle trade. How much of Argentina’s trade is with 
the Soviet bloc? 

Mr. Bernpavum. It represented 2 percent of Argentina’s total trade 
last year. 

Mrs. Ketiy. We are not involved in any way with that kind of 
trade? 

Mr. Bernsaum. No. The trade with the Soviet bloc is generally 
on the basis of bilateral agreements. 

Mrs. Ketity. How much are they importing from any of the Soviet 
bloc? 

Mr. Bernsaum. The total trade last year was about $45 million. 
[ would say roughly splitting that you would have about $22 million 
representing imports and a roughly equal amount, $22 million, exports. 

Mrs. Ketity. Do you mean $22 million imports from the Soviet 
bloc and exports about the same? 

Mr. Bernpaum. Roughly about that. 

Mr. Byrp. May I interrupt? 

Mrs. Keuuy. Yes. 

Mr. Byrp. You mean 22 percent of the 2 percent? 

Mr. Morano. $22 million of the $45 is what he means. 

Mr. Bernpaum. The total figure adding exports and imports is 
approximately $45 million. 

Mr. Byrp. Half of the 2 percent is imported and half exported. 

Mr. Bernpaum. I would say the Argentina imports are somewhat 
lower than the exports. They have been running an adverse balance 
with the Soviet bloc. 

Mrs. Ketiy. Then you are correct, Mr. Chairman. 
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Mr. Byrp. | was confusing percentages with dollars. 

Mrs. Ketity. Soam 1. Would you clarify that? 

Mr. Bernzaaum. The total trade represents 2 percent of Argentina’s 
total trade. Now, that 2 percent is $45 million. 

Mr. Byrp. Mr. Farbstein, did you have a question? 

Mr. Farssrern. Yes, please. 

While I was out, did you discuss at all Mr. Frondizi’s background? 

Mr. Bernpavum. No, sir; I did not. 

Mr. Farssterxn. Would you mind giving us something for the 
record? 

Mr. Berneavum. He is of Italian background. He is the son of an 
Italian immigrant. 

Mr. Farssrein. His political background? 

Mr. Bernpaum. He has been the leader of the Intransigent Radical 
Party in Argentina. This represents a division of the traditional 
Radical Party. 

If I may, I would like to read from this memorandum on that very 
subject. 

The newly elected president has been active in politics since his 
youth. He was born in 1908 in the Corrientes Province, a 13th child 
in a large Italian immigrant family. In 1928 he joined the Radical 
Civic Union (UCR), at that time the ruling government party. Upon 
graduating 2 years later from the University of Buenos Aires Law 
School, he reportedly declined to accept a medal for scholastic bril- 
liance from a representative of the newly established conservative 
military dictatorship. He is a lawyer who has specialized in civil 
liberties and commercial cases, while simultaneously lecturing and 
writing on economic subjects. 

[In 1946 he was elected to the Chamber of Deputies and after serving 
two terms he became the UCR nominee for the vice presidency in 
1951. Although defeated by the official Peronist candidate, he 
increasingly stood out as one of his party’s leading spokesmen against 
the Peron dictatorship. 

This opposition was based primarily on Peron’s repression of civil 
liberties, not on his social program. 

Since the late 1940’s, Frondizi has been a leader of the so-called 
intransigent wing of the UCR that advocated many of the social and 
economic changes supported by Peronists. 

Confronted by the Peronist successes, Frondizi and the intransi- 
gents urged the radicals to dip lower into the social scale and attract 
a labor following if they hoped to return to power. 

The UCR platform adopted in 1951, which continues to be the 
UCRI (Intransigent Radical Civic Union) platform, called for a 
regime of social justice, nationalization of the petroleum industry 
and public services, the creation of a heavy industry and a popular- 
based economy free of domestic privileged groups and free of inter- 
national factors. 

Frondizi and his adherents hailed the fall of Peron in September, 
1955. In the meanwhile, Frondizi’s nomination, as Radical presi- 
dential candidate in November 1956 completed the split in the UCR 
which had been initiated earlier. Others withdrew in February 1957 
to set up a rival party. 

Mr. Byrp. Mr. Bernbaum, may I interrupt you? 

Mr. Bernpaum. Yes. 
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Mr. Byrp. Will it be some time before you finish? 

Mr. Bernsavum. No, sir; I am just about at the end. 

This split represented the two factions in the election last February 
which the Frondizi faction won the election. 

Mr. Byrp. I have just been informed by Mr. Hays of Arkansas 
who has just come in that there is an automatic rollcall and we will 
adjourn until 11:30, or until our work is completed on the floor. 

(Whereupon the subcommittee recessed, and reconvened at 11:55 
a.m.) 

Mr. Byrp. Now, Mr. Farbstein, I think you had another question. 

Mr. Farsstein. Have you stated for the record what the evalua- 
tion, your evaluation is, of Mr. Frondizi from the standpoint of asso- 
ciations with relationship to the Communists as against this country? 

Mr. Bernpavm. I have not stated it. I will be very glad to do so 

Mr. Farsstrein. Thank you. 

Mr. Bernpaum. There had been rumors prior to the election last 
February that the Communists were going to support Frondizi and 
there had been rumors that some kind of an arrangement had been 
made between Frondizi and the Communists. None of these rumors 
has ever been substantiated, but we do know that the Communists 
did support Frondizi as a presidential candidate. He was also sup- 
ported by the Peronists. 

There has, of course, been a considerable amount of speculation 
regarding just what President Frondizi has in mind regarding the 
policies of his government in the future. All indications since Fron- 
dizi was elected in February and since he has come into power are 
that he is exploring ways and means of attracting private capital to 
Argentina. 

Mr. Farsstern. Would you, with your knowledge, recommend 
private investment in Argentina in view of what you have just told 
us? 

Mr. Bernpaum. May I answer that indirectly, sir? 

Mr. Farsstern. Of course. I put it as a hypothetical question. 
I do not mean you as an individual. If an individual made a state- 
ment similar to yours, what would be the reaction insofar as recom- 
mendations go? 

Now, I take it that I, as an ordinary individual who is not a special- 
ist in that area, have only very limited knowledge and I, therefore, 
come to one who is a specialist in the field for the benefit of his advice 
and opinion. 

Mr. Bernpaum. We have discussed this matter with a great many 
potential American investors. They are interested in the prospects 
in Argentina. 

The tendency seems to be to wait and see—see how the Govern- 
ment’s economic policy jells, and I believe that a great many people 
are especially waiting for the outcome of the American & Foreign 
Power problem. 

Mr. Byrp. Mr. Morano. 

Mr. Morano. Have you ever heard Frondizi make a speech or 
heard of him having made a spe ech in which he supported Peron’s 
expropriation of those proper ties? 

Mr. Bernpavum. No, sir, I have not. 

Mr. Morano. Have you heard the opposite? Have you heard 
whether or not he ever opposed the expropriation of those properties 
during his public political service? 
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Mr. Bernsavum. I am just not aware of any stand by him on that 
subject during the Peron period. 

Mr. Morano. Will you see if you can get it for the record, as to 
what his views were with respect to that issue? 

(The following was subsequently furnished the subcommittee :) 


DEPARTMENT OF STATE, 


Washington, D. C., June 24, 1958. 
Hon. Rosert C. Byrp, 


Chairman, Subcommittee on Inter-American Affairs, 
Committee on Foreign Affairs, House of Representatives. 

Dear Mr. CuarrMan: I refer to my letter of June 19, 1958, transmitting certain 
additional information which Mr. Maurice Bernbaum had agreed to provide in 
connection with his testimony before the subcommittee on June 5. 

That letter left unfulfilled Congressman Morano’s request for information as 
to any views or comments which may have been made by President Frondizi 
regarding the expropriation of the properties of the American & Foreign Power 
Co. in Argentina. 

We have now completed a check of the Department’s files back to 1947 and 
have found no record of any comment or views expressed by Mr. Frondizi about 
these expropriations. In this general connection, however, a statement by 
President Frondizi in his inaugural address on May 1, 1958, may be pertinent. 
In the course of that speech, he said: ‘‘During our mandate the executive power 
will propose no new state enterprizes because we believe that the grave economic 
problems which today face the country will not be resolved by the transfer of 
activity from the private to the public sector. We believe likewise that the prac- 
tice of confiscation should be eliminated. Such practices, under different pre- 
texts and appearances, have contributed to the creation of a climate of uncertainty 
and insecurity, incompatible with the concept of a civilized country.”’ 

I believe that the foregoing completes all the information requested by the 
subcommittee. Should any additional data be desired, please do not hesitate 
to let me know. 


Sincerely yours, 
Wituram B. MacomsBer, JR., 
Assistant Secretary. 

Mr. Morano. Is it not so that in the Congress now there are those 
who opposed Peron and who were also members of Frondizi’s party, 
who split from him and who now hold 25, 30, or 40 seats in the 
Congress? 

Mr. Bernsaum. Who split from Frondizi? 

Mr. Morano. Let’s put it the other way. Frondizi split from 
them. 

Mr. Bernpavum. Yes, sir. One-third of the seats in the Chamber 
of Deputies are held by the unionist faction of the Radical Party 
from which the Frondizi Intransigents split. 

Mr. Morano. Will you tell us about their platform? 

Mr. Bernpavo. It is essentially the same. Essentially the same 
as regards attitudes toward international relations and attitudes 
toward economic policy. 

Mr. Morano. Argentina is a member of the U. N.? 

Mr. Bernspaum. Yes, sir. 

Mr. Morano. Who is the Ambassador? 

Mr. Bernsaum. Willard Beaulac. 

Mr. Morano. And he is Ambassador to the United States? 

Mr. Bernspaum. No; our Ambassador to Argentina is Willard 
Beaulac. 


Mr. Morano. Who is the Argentine Ambassador to the U. N. 
now? 


Mr. Bernpaum. Mario Amadeo has reportedly just been appointed 
by President Frondizi. 
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Mr. Morano. To replace the Peron 

Mr. Bernpaum. No. 

Mr. Morano. I mean the Aramburu provisional government 
appointment? 

Mr. Bernsavum. Yes. 

Mr. Morano. How did the Aramburu provisional government vote 
in the U. N. on issues in which the free world was interested? 

Mr. Bernspaum. We have always felt that the Aramburu govern- 
ment voted in a very constructive way in the United Nations, that 
they were with the free world, and there was a very definite policy on 
the part of the Aramburu government to accept international respon- 
sibilities. 

(Discussion off the record.) 

Mr. Morano. Is there an American school in Argentina? 

Mr. Bernpavuom. Yes, sir, there is. I am not very familiar with it, 
but I know of its existence. 

Mr. Morano. Can somebody supply for the record what is the 
situation with respect to that American school? Is it successful there? 
What percentage of the Argentines attend it and so forth? What 
percentage are Americans, what percentage are from foreign govern- 
ments, or foreign businessmen, and so on? 

Mr. Bernsaum. We will be glad to get that information. 

(The information requested is as follows:) 





The American Community School in Buenos Aires was established by United 
States citizens in 1952. It covers all grades from the first through high school. 
Its enrollment as of January 1, 1958, was 443, of which 263 were United States 
nationals (59 percent), 142 Argentine nationals (32 percent) and 38 students 
representing some 20 other nationalities. The school reports that approximately 
80 percent of those graduating each year are qualified and eligible to study in 
United States universities, that 60 percent of the class enter colleges and univer- 
sities in the United States, and that varying numbers enter Argentine universities 
or institutions in other lands. There are no students in attendance on foreign 
government scholarships. Under Public Law 402, a United States Government 
grant in the amount of $6,500 was approved for the school for the academic year 


1957-58. 

Mr. Morano. Do you think the American sc hool is an important 
foreign policy instrument for developing friendly relations? 

Mr. Bernpavm. I do ve ry definitely. We have followed a policy of 
supporting the American schools not only because they offer an oppor- 
tunity for education to Americans, but primarily because they offer an 
opportunity for an American-type education to children of the local 
nationals. 

Mrs. Keutiy. Will the gentleman yield? 

Mr. Morano. Yes. 

Mrs. Ketiy. What do you mean by American schools, private 
institutions? 

Mr. Morano. No, itissemiprivate. Itisrun by an inter-American 
council, I believe, and supported by some funds appropriated by the 
Congress to the State Department. 

Mrs. Ketuy. There are many private schools, you know, in these 
countries. 

Mr. Morano. I am talking about an American school. 

Mr. Bernsaum. These schools are generally to a large extent self- 
supporting. Our contribution usually relates to the salaries of some 
of the American teachers. 
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Mr. Morano. You are the head of South American Affairs. Do 
you take in Central America too? 

Mr. Bernsavum. No, sir. 

Mr. Byrp. Now, Mr. Bernbaum, before we proceed with a brief 
summary of the political conditions in Peru and Venezuela, I wonder 
if members have further questions concerning Argentina? 

Mr. O’Hara? 

Mr. O’Hara. Yes, I have 2 or 3. 

Among the rank-and-file people in Argentina, is there much anti- 
American feeling? 

Mr. Bernpavm. I do not think so. I was very much impressed 
personally and I believe that Congressman Morano can substantiate 
this, by the very warm welcome accorded the Vice President during 
his recent visit to Buenos Aires. 

I found it to be a very enthusiastic welcome. In my own expe- 
rience and dealings with Argentina, it indicates to me there is no 
widespread anti-American feeling. You can expect it in certain 
circles close to the Communists, but by and large I think the attitude 
is a pretty sound one. 

Mr. O’Hara. What is our educational program, our exchange pro- 
gram with Argentina? How many American professors have we in 
Argentina’ s educ ‘ational institutions? 

Mr. Bernsavum. I do not believe we have American professors in 
Argentine educational institutions at the moment. We have an 
exchange program with Argentina, and I have some of that informa- 
tion here. 

The total exchange during the past 9 years has involved 228 grantees 
of which 198 were Argentine and 30 were Americans. The budget for 
Public Law 402 for the fiscal year 1958 for that purpose amounts to 
$224,783, and the Public Law 584 budget makes $600,000 in pesos 
available from 1957 through 1959 for that purpose. 

Mr. O’Hara. Do you know how many American professors we have 
in Latin American colleges and universities? 

Mr. Bernpaum. I do not have that figure, sir. I believe this 
question was asked of Mr. Rubottom yesterday. 

Mr. Byrp. I think he said he would supply that information. I 
believe I have a note on that. 

Mr. O’Hara. I confined my remarks yesterday to Peru. 

Mr. Bernsavuo. I have that information here, but I am sorry I do 
not have Argentina. 

Mr. O’Hara. You have the information with regard to Peru? 

Mr. BeRNBAUM. Yes, sir. 

Mr. O’Hara. How many American professors in Peru? 

Mr. Bernsaum. Two at San Marcos University in Peru and six 
United States research scholars under the Fulbright program. 

Mr. O'Hara. Is that the university where the disorder occurred? 

Mr. BernBavum. Yes. 

Mr. O’Hara. And there are two American professors there? 

Mr. Bernpavm. Yes, sir; one from George Washington University 
working in physiology and medical statistics and another one from the 
University of Oklahoma working in history and American studies. 

Mr. O’HarA. Do you know whether they were consulted before 
the Vice-President visited that University? 

Mr. Bernpaum. I am not aware of that, sir. 
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Mr. O’Hara. You were not a member of the party? 

Mr. Bernravum. Yes, sir, I was. I do know the cultural attaché 
was with the Vice President or close to the Vice President throughout 
this whole period, that he was in touch with the rector at San Marcos 
University, but I am not aware of whether he had been in consultation 
with the American professors. 

Mr. O’Hara. Do you know whether any report has been had from 
them after this disorder? 

Mr. Bernzpavum. I do not know that, sir, but I can get that infor- 
mation for you. 

(In a letter dated June 19, 1958 from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations to Hon. 
Robert C. Byrd, chairman of the Subcommittee on Inter-American 
Affairs, the following information was furnished :) 

The Department has received no reports from the professors, research scholars, 
or students at San Marcos since the Vice President’s visit. I note, however, that 
Senator Mansfield inserted in the Congressional Record of May 26 an article 
commenting on the visit written by Miss Lee De Vore, an American citizen study- 
ing at San Marcos. Miss De Vore is attending that university on a scholarship 
granted by the Inter-American Press Association and is not included under the 
educational exchange program. 

Mr. O’Hara. And you are furnishing for the record the names of 
these professors? 

Mr. BernBAvo. Yes, sir. 

Mr. O’Hara. Are there any other persons at that university we 
are supporting? 

Mr. Bernsaum. There are six United States research scholars 
under the Fulbright program. Two are working in social anthro- 
pology, two in archeology, one in public communications and then also 
at San Marcos is a Buenos Aires exchange student from Texas. 

Mr. O’Hara. Then we have a total of six? 

Mr. Bernspavum. Yes. 

Mr. O’Hara. At the time the Vice President visited the university, 
there were nine Americans supported with American money at this 
university? 

Mr. Bernaaum. That would be eight, sir. 

Mr. O’Hara. As far as you know, no conferences were held with 
these students before the Vice President visited the university; the 
teachers and students? 

Mr. Bernpavum. I am not aware of that. 

Mr. O’Hara. I wonder if you could furnish for the record a 
complete list of all of the persons from the United States in Latin 
American Universities and the educational programs and the schools 
and localities they came from? 

Mr. Bernsavm. I will be very glad to supply that information. 

(The information requested is as follows:) 
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List of United States citizens at Latin American universities under the International 
Educational Exchange Program of the Department of State, 1957-58 academic year 


ee aa ey ee 
Name University affiliation in the | Category University affiliation in 
United States host country 
| 
1. John B. Knox University of Tennessee, L University of Buenos Aires, 
| Knoxville.. | Argentina. 
2. Olin-T. Brown | Mississippi Southern College, | L | University of San Andres, 
Hattiesburg. Bolivia. 
3. Frederick B. Marbut Pennsylvania State Univer- | L Do. 
| sity, University Park. } 
4. James E. McKeown DePaul University, Chicago, | L University of San Simon, 
Ill. | Bolivia. 
5. Alfred O. Aldridge University of Maryland, Col- L University of Brazil, Rio de 
lege Park. Janeiro. 
6. Aurelius Morgner. Agricultural and Mechanical | L University of Sao Paulo, 
College of Texas, College. Brazil. 
Station, Tex. 
7. Joseph N. Satterwhite Ball State Teachers College, | L University of Bahia, Brazil. 
Muncie, Ind. 
8. Kathryn E. Utz Wisconsin State College, L University of Recife, Brazil. 
Whitewater. 
9. Carroll J. Hawkins Michigan State University, L University of the Andes, 
East Lansing. Colombia. 
10. Philip H. Smith, Jr Georgetown University, L Do. 
Washington, D. C. 
11. Marvin D. Bernstein. State Teachers College, Wor- L Central University and Uni- 
cester, Mass. versity of Guayaquil, Ecua- 
dor; University of Panama. 
12. Lucile Derrick University of Illinois, Chicago- L Central University and Uni- 
versity of Guayaquil, Ecua- 
dor. 
13. Emilio L. Guerra. -- University of New York-- L Do. 
14. Eugene W. Moushey Wisconsin State College, Osh- L University of El Salvador. 
kosh. 
15. Reed M. Powell University of Oklahoma, Nor- L University of San Carlos, 
man, Guatemala. 
16. William K. Schurig Polytechnic Institute of L Do. 
Brooklyn, N. Y. 
17. Harlie Smith Christian University, Fort L Superior Normal Sehool, Haiti. 
Worth, Texas. 
18. Mary J. Jennings San Diego State College, Cali- L University of Honduras. 
fornia. 
19. Joseph A. Baird, Jr University of California, L National University of Mexico. 
Davis 
20. Garrett Birkhoff Harvard University, Cam- L Do. 
bridge, Mass. 
21. Robert S. Hartman Ohio State University, Co- L Do. 
lumbus. 
22. Frank Lanni Emory University, Georgia L National Polytechnic Insti- 
tute, Mexico. 
23. Tom Lauritsen California Institute of Tech- L National University of Mexico. 
nology, Pasadena. 
24. Herbert G. Meikle University of Michigan, Ann L Technical Institute of Monte- 
Arbor. rrey, Mexico. 
25. Leo L. Rockwell Colgate University, Hamil- L University of Guadalajara, 
ton, New York. Mexico. 
26. T. Lynn Smith University of Florida, Gaines- L National University of Mexico 
ville. 
27. Alfred Tarski University of California, L Do. 
Berkeley. 
28. Carle C. Zimmerman Harvard University, Cam- L Do. 
bridge, Mass. 
29. Ann K. Harrington Weatherford College, Texas L University of Asuncion, Para- 
guay. 
30. Dorothy D. Bailey Wisconsin State College, L University of Cordoba, Argen- 
Whitewater. tina. 
31. Edward J. Heubel Wayne State University, L University of Buenos Aires, 
Detroit, Mich. Argentina. 
32. Harry Stark University of Miami, Fla Se R Do. 
33. William C. Blanchard Cornell University, Ithaca, L University of Chile; Catholic 
NM. 2. University, Santiago. 
34. John M. Fein Duke University, Durham, L = University, Santiago, 
N.C. Chile. 
35. Joseph C. Gundlach Oak Ridge Laboratory, Ten- L University of Chile, Santiago. 
nessee. 
36. Frank S. MacShane McGill University, Canada__- L Do. 
37. David C. Pulley University of Arkansas L Do. 
38. David M. Vigness Texas Technological College L Do. 
39. Andre Raez Columbia University, New R Do. 


York. 
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List of United States citizens at Latin American universities under the International 
Educational Exchange Program of the Department of State, 1957-58 academic 
year—Continued 


Name University affiliation in the | Category) University affiliation in 
United States | host country 
40. Louis P. Munan__-_-_-- ..| George Washington Univer- | L | University of San Marcos, 
| sity, Washington, D.C. | | Peru. 
41. Bernice A. Kaplan__......| No university affiliation iu R Do. 
42. David H. Kelley..........| Harvard University, Massa- | R | Do. 
|  chusetts. | 
43. Gabriel W. Lasker_.......| Wayne State University, | R Do. 
Detroit, Mich. | 
44. Louis Stumer-..-.-.-- ....| University of San Marcos, | R Do. 
| Peru.! 
45. Dwight T. Wallace._.....| University of California, | R } Do. 
| Berkeley. | | 
46. Beverly M. Carl_--- | Yale University, New Haven, | 8 | University of Chile, Santiago. 
| Conn. 
47. John Thompson .------| University of Mlinois__......--| 8 | Do. 
48. Anna L. Archer___- .| City College of New York 4 8 | Independent studies, Peru. 
49. Robert T. Brown_ -_- | Wesleyan University, Con- S | University of Chile, Santiago. 
| necticut. | 
§. Sheila Hicks___----- ...| Yale University, New Haven, 8 | Do. 
|} Conn. | | 
51. Martin B. Tierney____-- University of Notre Dame, Ss Do. 
| Indiana. | 
52. Nelson L. Bossing---...---| University of Minnesota. -----| L | Do. 
53. Guy A. Cardwell. __-..-- | Washington University, St. L | National Universities of Buenos 
| Louis, Mo. | Aires, La Plata, the Littoral, 
and Cordoba, Argentina. 
54. William A. Dobrovir_. | Harvard University, Mass- 8 University of Chile, Santiago. 
achusetts. 
55. Joan G. Purdy-.-_-_-- .| Yale University, New Haven, S Do. 
|} Conn. 
56. Gilbert Stork iss ..| Columbia University, New L University of Mexico. 
| York. 
57. Carl N. Rosenquist - - | University of Texas.........-- L National University of Mexico. 
58. Alvin Cohen__- ; Dl ll ae et Ss University of Chile, Santiago. 
59. Earl Jones*____..- bs _..| Oregon State College, Cor- 8 | Independent studies, Costa 
| Vallis. Rica. 
60. Francis X. Grollig ...--| West Baden College, Indiana_ S Independent studies, Guate- 
| mala. 
61. Donald Carpenter__....--. | Cornell College, Iowa. ___._-_- s Independent studies, Nicara- 
| 
gua. 
62. Fortunato K. Amaral.....| Ohio State University, Co- Ss Independent studies, Colom- 
lumbus. bia. 
63. Marcia D. Davidson__-_-_-_- Mount Holyoke College, Ss Do. 
Massachusetts. 
64. Malcolm Caplan__........| Yale University, New Haven, 8 Independent studies, Vene- 
| Conn. | zuela. 
65. Hilda E. Schmidt_____._..| Berea College, Kentucky..__-- Ss Independent studies, Guate- 
mala. 
66. Harry Soviak-..........- | Cranbrook Academy of Art, | 8 Independent studies, Haiti. 
| Michigan. 
67. Barbara A. Bockus_.......| Vassar College, New York__-. Ss Independent studies, Mexico. 
68. Joseph R. Jones, III.......| University of the South, Ss Independent studies, Peru. 
Tennessee, 





1 No university affiliation; studying at San Marcos when grant was awarded. Resident of New York 
City. 


NoTe.—S=College student; L—University lecturer; R=Advanced research scholar. 


Mr. Morano. Will the gentleman yield at that point? 

Mr. O’Hara. Surely. 

Mr. Morano. Do you know whether these exchange students are 
given a security check before they leave this country? 

Mr. Bernpavum. I cannot answer that question. I will get you the 
answer. 

(The information requested is as follows:) 
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Security CHECK ON UNITED States GRANTEES UNDER THE INTERNATIONAL 
EDUCATIONAL EXCHANGE PROGRAM 


A “national agency cheek’’ is made on each American citizen before making a 


grant under the International Educational Exchange Program of the Depart- 
ment of State. 


Under the Fulbright Act (Public Law 584, 79th Cong.), the Presidentially 
appointed Board of Foreign Scholarships has the responsibility for selecting the 
grantees under the Fulbright program. 


In each case the complete results of the security check is made available to the 
Board. 


Subsection 112.2 of the policy statements of the Board of Foreign Scholarships 
reads as follows: 


"112.2 Loyalty: Convincing evidence of disloyalty to the United States shall 
be regarded by the Board of Foreign Scholarships as a sound basis for the rejection 
of applicants. The Board assumes complete responsibility for determining in its 
best judgment what evidences of disloyalty furnish an adequate basis for such 


rejection. Public announcements to American applicants regarding the program 
shall include a statement to this effect.”’ 


Under the Smith-Mundt program as authorized by the United States Informa- 
tion and Educational Exchange Act of 1948 (Public Law 402, 80th Cong.) the 
Department has the responsibility for selecting the grantees. In each case the 
result of the security check is reviewed by the Department before a selection is 
made. 

Mr. O’Hara. If the gentleman will yield, I might make this obser- 
vation: No one knows what they do in that program. They are sup- 
posed to report to the Congress annually, but look over the last report, 
which, by the way, covers the year 1956. It tells almost nothing and 
the complete report on finances required is found in a tabulation on 
the back cover which is so disguised in generalities that it sheds abso- 
lutely no light. It is most unfortunate that a program which could 
do so much more in this field of vital importance is directed by those 
who apparently do not wish to take the public into its confidence. 

Until this subcommittee brought it out, the fact was undisclosed 
that at the university where the Vice President was set upon were 
American professors and students maintained with American money. 
[t is very strange to me that these American professors and students 
were not consulted either before or after the Vice President’s visit. 
More strange is the fact that after the attack had occurred and the 
incident was the subject of wide publicity and discussion the existence 
of these professors and students was kept hush-hush until disclosed 
by this subcommittee. 

Mr. Bernspaum. Well, sir, we were aware of the situation that was 
building up. We had received a message the night before leaving 
LaPaz, Bolivia, alerting us to the situation at San Marcos and we had 
an elaboration of that information upon arriving at Lima. 

Mr. Morano. Is it not so that the Vice President was advised not 
to go? Is that not the place where he was advised not to go? 

Mr. Bernspaum. There were discussions on what to do and there 
were various people who had differing opinions on it and there were 
some people who recommended that he go. 

Mr. Byrp, I note that Mr. Hays is with us and he is another mem- 
ber of the subcommittee, and he has not had an opportunity to ask 
any questions yet. 

Mr. Hays, do you have any questions concerning the political 
situation in Argentina? 

Mr. Hays of Arkansas. No; not in Argentina, but I would like to 
speak generally on the educational program if I might. 


27908—58——_5 
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There is an administrative distinction between the Fulbright pro- 
gram and the Mundt-Smith program? They are both within the 
State Department, but you have separate desks administering them. 

Mr. BernBaum. No, sir; the funds are different and the mode of 
utilization is different, but the same people handle them. 

In one case, of course, we have dollars that can be utilized and in 
the other one we are restricted to the utilization of local currencies 
in the country. : 

Mr. Hays of Arkansas. That is the Fulbright? 

Mr. BernBavuom. Yes, sir. 

Mr. Hays of Arkansas. The exchange of professional personnel such 
as newspapermen and businessmen is under the Smith-Mundt pro- 
gram? 

Mr. Bernsavum. I do not speak as an authority on that subject. 
I am sorry. 

Mr. Hays of Arkansas. You cannot tell us very much about any 
projected plans for encouraging the exchange of persons? 

Mr. Bernpavum. Yes, sir; I think I can very safely say that has 
been a very active subject in the Bureau of Latin American Affairs 
for quite a long time. We have had ambassadors very highly recom- 
mend the desirability of increasing the exchanges. 

Mr. Hays of Arkansas. Do you know whether or not the Russians 
are doing much of that sort of thing in Latin America at the moment? 

Mr. BeRNBAUM. Yes, sir; they are quite active. 

Mr. Hays of Arkansas. That is all, I think. Thank you. 

Mr. Morano. May I ask a question following up there? 

Mr. Byrp. Mr. Morano. 

Mr. Morano. Do you not think the expansion of the American 
School, which is to a great degree a self-supporting institution, would 
be desirable? 

Mr. Bernpavum. Yes, sir; and to the extent possible we are trying 
to give additional assistance to those schools. In some cases we have 
been taking advantage of the Public Law 480 programs, the proceeds 
of sales from Public Law 480 surplus agricultural commodities to 
individual countries, to use some of that money for the schools. 

Mr. Morano. I know of one example where a school might go out 
of existence. It is not in South America; it is in Central America. 
In Honduras, for example. The Honduran Government, 10 years 
ago, gave land valued at $300,000 to the American school and with the 
stipulation that if they did not build a school in 10 years they would 
take the land back. 

Now they have been operating a school with inadequate facil- 
ities and so on and they have no money to build this school and 
they are going to lose this land, which is now valued at $600,000 
because they do not have $300,000 to build a new school. 

Now, where are they going to get the aid to do it unless we step 
in and give them—I do not know whether the ‘v are eligible under the 
Development Loan Fund. 

Mr. Bernpavum. I do not think the school would be. 

Mr. Morano. Even though it is self-supporting? 

Mr. Bernpaum. My understanding of the terms of reference of the 
Development Loan Fund as it is being applied today is that the 
project should contribute to economic development. 


SU 
re 


hie 


by 
ex 
M 
of 
lib 
pr 


sh 
un 


sit 
the 
cal 


the 

use 
for 
s 


cou 
An 
aut 


on 


wh 


hay 
at 1 
ver 
tra 


h 
tha 





d 


le 
ye 
ds 


to 
ut 


rs 
he 
ld 


“il- 
nd 
OO 


ep 
he 


the 
the 


RELATIONS OF THE U. 8. AND OTHER AMERICAN REPUBLICS 63 


Mr. Morano. All right, but I hope somebody in the Department 
will go down and see to it that we do not lose the land given to us by 
the Honduran Government, and get the American School built. 

Mr. Bernsavum. I will be very glad to pass that on. 

(The following statement was subsequently furnished by the De- 
walkaas nt of State:) 


The Honduran Government 5 years ago gave the American School in Teguci- 
galpa a grant of land on the condition that it construct a school within 10 years. 
It is estimated that such a school would cost in the neighborhood of $300, 000; 
so far, the school officials have been unable to obtain this amount. 

While IES has in its current budget for fiscal year 1958 about $250,000 for 
assistance to American schools throughout Latin America, this has to be divided 
among all the qualified schools in the area numbering about 30. None of these 
funds are used for building construction. Of the $250,000, the American school 
in Tegucigalpa in fiscal year 1958 received a grant of $8,000 which was principally 
used for payment of teachers’ salaries. The appropriation for fiscal year 1958 
was only slightly larger than it had been the previous year although IES has 
requested an increase on its appropriation which would have doubled the financial 
support extended to the American schools. This year the IES budget was 
prepared under an instruction for the Bureau of the Budget which limited the 
request for fiscal year 1959 funds to the amount appropriated for fiscal year 1958. 
Thus, it appears that the amount appropriated for fiscal year 1959 will permit 
no increase in the assistance to the American schools above the $250,000 appro- 
priated last year. 

ICA considers itself to be prohibited from supplying funds to American schools 
by the language of the IES appropriation which includes the phrase “not to 
exceed $250,000” for assistance to American schools. While section 400 (c) of the 
Mutual Security Act of 1954 as amended in 1957 authorizes the use of $10 million 
of special assistance funds for assistance to United States founded schools and 
libraries abroad, section 107 of the Mutual Security Appropriation Act of 1958 
provides that none of the funds therein appropriated shall be used for the purposes 
of section 400 (c). It is understood that the question of whether this prohibition 
shall be included in the fiscal year 1959 Mutual Security Appropriation Act is 
under consideration by Congress. 

At present special assistance funds are available for use only in emergency 
situations or in situations in which there is some strong political justification for 
their use. Neither of the foregoing conditions would seem to apply to the Ameri- 
ean school in Tegucigalpa. The DLF, under the terms of its statute, would also 
be unable to make a loan to this school. 

Several of the Latin American countries have Public Law 480 agreements with 
the United States which provide that some of the local currency generated is to be 
used for American schools. Unfortunately, however, Honduras does not qualify 
for a Public Law 480 agreement. 

Thus, it seems that before any additional United States Government assistance 
could be extended to the American school in Tegucigalpa or to any of the other 
American schools in countries not having Public Law 480 programs, legislation 
authorizing this would have to be enacted. 


Mr. Byrp. I note the distinguished chairman of the Subcommittee 
on the Far East is with us today. 

I think this is indicative of the great interest that prevails in the 
whole committee concerning this Latin American situation. 

I just wonder if Mr. Zablocki has a question. 

Mr. Zasuockt. It is true we are all deeply interested in what is 
happening in Central and South America. I do not have a question 
at this time, Mr. Chairman, and I certainly regret that I have to leave 
very shortly. I want to say I am looking forward to reading the 
transcript. 

Mr. Byrp. Thank you very much. We hope you will come back. 

Are there any other questions on Argentina? 

Mr. Morano. I just want to say for the record, Mr. Chairman, 
that the Argentines agreed with the free world on 77.6 of the items 
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in the United Nations. Mexico was the bottom, 43.4 percent. 
Colombia was highest with 94.7 percent. 

Mr. Byrp. Have many followers of Peron joined the Communist 
Party in Argentina and what is the estimated number of party 
members in Argentina? 

Mr. Bernzpavo. It is hard to get any definite information on the 
number of people who switched from one party to another. There 
have been reports to the effect that this has happened. Communist 
Party membership has been placed at between 80,000 and 90,000 people. 

Mr. Byrpv. How many political parties are presently represented in 
the legislature? 

Mr. BernBavum. Just two, sir. Well, I should not say that. The 
situation in the Senate involves but 1 party, the Intransigent Radicals, 
and in the Chamber of Deputies you have 3 parties, the Intransigent 
Radicals and the People’s Radicals, and the Liberal Party. 

There is an interesting situation regarding the electoral law of 
Argentina, which provides that the majority party gets two-thirds 
of the seats and the party polling the next eet number of votes 
gets one-third. 

Mr. Byrp. Have any American labor leaders visited Argentina 
lately to discuss problems of labor with the labor leaders? 

Mr. Bernpavum. Serafino Romualdi, who is in charge of Latin 
American Affairs for the AFL-CIO, was a member of our delegation 
to the Frondizi inauguration and he took advantage of the opportunity 
to consult with labor leaders there. And I might say he is one of the 
best informed people we have in this country on the subject. 

Mr. Byrp. If Peron is permitted to reenter the country, do you feel 
that President Frondizi will remain in power? Perhaps that should 
be off the record. 

Mr. Bernsaum. That would be a very speculative answer. 

Mr. Byrp. Is communism an important factor with the student 
groups and the labor unions? 

Mr. Bernsavm. I think it is an important factor to the extent that 
a highly organized and aggressive minority can make itself felt. I 
do not think that you can say that a large proportion of the labor 
movement, or of the students, is affiliated with the Communist party. 
I would say a much larger proportion are in some way or other swayed 
by the reason of such Communists being able to get themselves into 
position of influence. 

(Discussion off the record.) 

Mr. Byrp. Mr. Bernbaum, the purpose of these hearings is to 
determine, if we might, the causes of the deterioration of the relation- 
ships existing among our country and countries in Latin America, such 
deterioration having been manifested by certain recent events. 

What, in your opinion, briefly, is the basic cause, or what are the 
basic reasons for such deterioration, if I am right in using that word? 
What are the causes for such a breakdown in previous friendly rela- 
tionships with the countries as a whole and particularly with Argen- 
tina, although I do not believe the Argentinians have ever professed a 
very friendly feeling toward the United States. What are the causes, 
particularly with regard to Argentina, and what would you recom- 
mend to this subcommittee as the actions that might be taken by the 
Congress or by the United States Government to improve these 
relationships? 
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Mr. Bernspaum. Well, Mr. Chairman, I do not know whether I 
would go so far as to say that there has been a deterioration in rela- 
tions. I do think, however, that there has been a much greater 
manifestation of unhappiness over certain aspects of our policies. 

Now, in my opinion what took place in Peru, and to a certain extent 
in Venezuela, should not be considered characteristic of our position 
in Latin America. I think there you have a demonstration which we 
have had in other parts of the world, of the ability of a small, vocal, 
well organized group to make itself felt above a more apathetic 
majority. I think that certainly was the case at San Marcos. 

Now, the grievances which have been manifested and which cer- 
tainly were discussed in every country visited by the Vice President 
with members of the government, business leaders, labor leaders, 
students, educators, newspaper people, related very largely to our 
economic relationships with this area. 

I might describe these grievances in three general categories: 
First, you have a feeling of insecurity about the continued access of 
Latin American products to the United States market, and when you 
realize that approximately 50 percent of Latin American exports go 
to the United States, you can see how important that is to them, and, 
of course, this feeling of insecurity has been intensified by the recent 
recession involving reduced prices for Latin American export products 
and a drive in the United States Congress for protectionist measures 
to protect United States industries. 

Now, without going into the merits or demerits of the position 
here, and I am sure there is a great deal to be said for the concern 
here in the United States, and the desire to take appropriate measures, 
the fact remains that when a Latin American who depends for his 
livelihood on his access to the American market reads about pro- 
tectionist sentiment and the prospects of increased duties on his 
products into the United States or the imposition of quotas, he becomes 
a bit sensitive. 

That, I believe, is one of the outstanding problems and I believe 
it is especially reflected in Peru because of the wide variety of Peruvian 
exports to the United States which have been involved in these dis- 
cussions. 

Now, the second and related problem involves the terms of trade. 
The Latin Americans have felt for a very long time that they are 
on the short end of the stick with regard to terms of trade. They 
feel as raw material producers that they are subject to wide fluctua- 
tions in the prices for their products, without any kind of a guaranty, 
or any kind of assurance that something is going to be done to mini- 
mize these fluctuations. This is particularly aggravated in the case 
of one-crop economies, such as Brazil, Colombia or Chile, and the 
grievance or the feeling of grievance has been enhanced by the belief 
that the prices of manufactured products do not fluctuate in the 
same way and so that they are in an inferior position. 

Now, rightly or wrongly, they have the feeling that the relation- 
ship with the United States is so close and so intimate that they have 
a right to ask for treatment similar to that accorded the American 
farmer and it is extremely difficult to point out to a Latin American 
affected by this kind of a problem that the farm policy in the United 
States has had many defects and that it, itself, is a very controversial 
policy which is very costly to the United States taxpayer. 
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I believe you will find the individual agrees with the points made, 
but is still left with the very strong feeling that he does not enjoy 
the right kind of protection and he ought to have it, and hence you 
have a drive for commodity agreements that would put floors on 
prices for his products. 

This today is especially strong in the case of coffee. As you know, 
there are some discussions going on regarding a study group for coffee, 
in which we are participating. It would be a study group without 
any reference whatsoever to the possibility of price controls or import 
controls, but one designed to strike at the roots of the instability of 
the coffee market. 

Mrs. Keuty. Is it not true that the executive branch issued a 
directive limiting or reducing or restricting the oil imports from I 
Latin America? Congress did not do that? : 

Mr. Bernpaum. That was done under a clause in the Reciprocal 
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Trade Agreement Act, authorizing the executive to act when in the : 
opinion of the President the national security was jeopardized by . 
imports, and the restrictions imposed—I do not know whether the 5 
word ‘“‘imposed”’ is exactly the one—have been voluntary in the sense 
that there are no legal sanctions against those importers who go beyond . 
the scope of the restricted amounts. i 
Mrs. Ketiy. Voluntary on the part of whom? 
Mr. Bernsavum. Voluntary on the part of the importers who are U 
subject to control. 
You see, under this voluntary program, as I understand it, there is ° 
no possibility of court action against an importer who imports beyond t 
the amount allotted to him under the voluntary program. ‘ 
Mrs. Ketuy. The President did not have to issue that directive for . 
the reason of national security. ; 
Mr. Berngpavum. This is only when the national security is involved si 
ae ened ; : : in 
and when it is determined that it is involved. That was done in the ; 
case of petroleum. | 
Mr. Byrp. Mr. Bernbaum, perhaps you would like to proceed. i 
Mr. Bernpavm. The third grievance relates to financing for eco- - 
nomic development, and here I think we have a combination of “a 


complicated motives. ; 
First you have the fact that the Latin American population is the th 
fastest growing population in the world. I believe Mr. Rubottom 


mentioned this point, that at the present rate the population in Latin 5° 
America, by the end of this century, will amount to over 500 million ii 
people as against about half that amount here in the United States. 
That, in itself, means a terrific need for economic development if th 
only to maintain existing low standards of living. But Latin Ameri- = 
cans are like people all over the world—they want higher living iu 
standards and that means tremendous quantities of capital. Je 
The feeling is that to the extent the United States has demonstra- r | 
ted its readiness to invest tremendous quantities of capital in other 7 
parts of the world, the same should be done for Latin America in ths 
spite of the fact that it is not on the so-called firing line. ha: 
I might say that the Export-Import Bank has been extremely 
conscious of this problem ae has, in formulating its policy, taken it the 
into account, because the Export-Import Bank has announced that ; 
it is ready to consider all loans of a sound nature which do not involve his 


competition with private capital, and there is no restriction on the 
volume of loans that the Export-Import Bank would consider. 
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We have also the Development Loan Fund, which was recently set 
up, and which is now in the process of formulating its procedures. 
Its original capital was placed at $300 million, and the administration 
has asked for an additional $600 million for the rest of the world, and 
we hoped that a fair proportion of that would go to Latin America. 

We have the International Bank, which has been making sub- 
stantial loans to Latin America, and which will, presumably, continue 
to do so. We have local-currency loans made from our Public Law 
480 sales which, to date, amount to approximately $269 million. I 
refer here to authorizations, as distinct from loans. And then we 
have our technical assistance. 

[ think the problem here, in the case of financing, is largely one of 
comparison. Now, these are the three problems that bother the 
Latin Americans. 

Mr. Byrp. Might I ask one question here? Do you suppose that 
our apparent support of certain dictators in the area might have 
contributed to breaking down our relationships with Latin America in 
general? 

Mr. Bernsaum. | do not think so, sir. 1 was very much impressed 
by a recent public-opinion poll taken in Peru. This poll represented 
a fairly small sample, but it was a representative sample involving, 
I understand, about 250 people. 

The opinions expressed in the poll regarding relations with the 
United States weighed very heavily the points I just mentioned. They 
weighed considerably less on the dictatorship problem. 

I believe, of 250 people interviewed, 80 mentioned our attitude 
toward dictatorships as a factor, as against 180 or 190 or so in the case 
of the economic problems. 

I would like to elaborate on that subject, if I may. I have been 
working on Latin American affairs since 1942. I was chargé d’affaires 
in Nicaragua during a period of nonrecognition lasting more than 
1 year, due to our refusal to recognize a dictatorial coup. I remember 
very distinctly the experience we had at the time, that the other 
Latin American countries which had not been recognizing this Gov- 
ernment had not had nearly the interest in the matter, nor the desire 
to carry through on it. 

I believe there was a feeling in the case of the Latin Americans 
that, even in those cases where intervention against dictatorship was in 
good cause, they still did not like the idea of having the United States 
get into some thing like this or get into the habit of doing something 
like it because it might be diree ted against them later in a poor cause. 

I believe Assistant Secretary Rubottom described in some detail 
the fate of the Roderiguez Larreta proposal in 1946 and 1947. It 
seems to me that the lack of Latin American support for this proposal 
directed against dictatorships, which the United States supported, 
plaved a very important role, together with other developments, in 
leading to our present policy of neutrality on matters of that kind. 

We feel, even today, that if a poll were taken of Latin Americans 
that, by and large, you would find strong opposition to the idea of 
having us try to decide who are dictators and then act against them, 
because this would be against the nonintervention principle which 
they have fought for years to get us to accept. 

Mr. O’Hara. Might I make this observation: There is a very long, 
historic background for that. I spent part of my life in Nicaragua, 
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going back before the turn of the century. Whenever we seek to 
interfere in their affairs down there, they do not like it, and I imagine 
that has been growing during the years. Am I right in that? 

Mr. Brernsavum. Yes, sir; you are perfectly right. That has been 
our experience. Now, our experience has been that, regardless of the 
policy you follow, there are going to be people who are unhappy 
about it. The important thing is to follow the kind of a policy which 
is going to be best for the U nited States over the long run, and we 
feel on the basis of our experience that over the long run this policy 
of nonintervention and the policy of nondiscrimination is the best 
one. 

Mr. Byrp. Have you completed your statement in answer to my 
question regarding the basic causes of the apparent breakdown? 

Mr. Brernpavum. Yes, sir; I have stressed the economic as the basis 
for grievances by Latin Americans against us. I would like to stress 
one other point, and that is that this is a two-way problem. 

I think it is terribly important for everybody to realize that this 
is not a problem which can be solved by the United States alone, 
this problem of economic development in Latin America, and this 
problem of progress in which they are interested and in which we are 
interested, because there is just so much we can do and there is a 
great deal more that the people themselves can do. 

I do not hesitate to say that there is still a great deal that could 
be done by these countries themselves which would make a tre- 
mendous contribution to their own objectives for economic develop- 
ment, a contribution involving the tremendous inflow of private 
capital which, in our opinion, is the key to the problem because, 
obviously, the United States Government just does not have the 
resources, nor are the United States people ready to have the United 
States Government take over these resources, to displace private 
capital. 

Mr. Byrp. Do you feel that under more favorable conditions in 
those countries private capital from the United States would come in? 

Mr. Bernpavm. Yes, sir. I think there is a tremendous volume of 
United States caiptal which would be available for investment in 
Latin America, if they felt secure, if they felt there was a real welcome 
for it, and if there were real scope for the capital. 

Mr. Byrp. Is there anything we can do, in your opinion, to help to 
create that favorable climate in those countries? 

Mr. Bernpavum. Yes, sir; I think there is a great deal we can do. 
We do it in our everyday work, in our everyday conversations with the 
Latin Americans; by the demonstration that the United States is 
truly interested in assisting them to develop their economies; that we 
are doing it not only because we like them, but because we think it is 
good for the United States itself; that we would be much happier with a 
flourishing Latin America and, to the extent possible, we are going to 
help, and to stress the importance of self-help as well. 

I think the important thing is the point I made before; that, with the 
best will in the world, the United States Government just does not 
have the resources to do the job which private capital can do as a 
practical proposition. 

Mr. Byrp. Mr. O’Hara, do you have any further questions? 

Mr. O’Hara. One or two, Mr. Chairman. Thank you. 

What is the total investment of the Export-Import Bank in Latin 
America? 
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Mr. Bernsavum. The total loan authorizations of the Export- 
Import Bank amount to somewhat over $3 billion, close to $3% billion. 
I can give you the exact figures on that, sir. 

(The information requested is as follows:) 

Total loans authorized for Latin American nations by the Export-Import Bank 
through April 30, 1958 were $3,235,252,574. Total loans authorized by the 
International Bank up to March 31, 1958, were $745,144,000. 

Mr. O’Hara. Now, by commitments—— 

Mr. Bernpaum. Authorizations. 

Mr. O’Hara. What does that mean? 

Mr. Bernsaum. That means the Export-Import Bank negotiates 
a loan with a company or a government for a given amount of money 
and says, ‘“You may draw that amount of money.” 

The government may be in the process of drawing that amount of 
money or it may decide it does not need some of that, or it may have 
already paid it back so when I say authorizations amount to $3% 
billion, that does not mean there is that much outstanding at the 
moment. 

Mr. O’Hara. It means that we can say truthfully that through the 
Export-Import Bank we have made available to them over $3 billion. 

What about the World Bank? 

Mr. Bernspaum. The World Bank has loaned in the neighborhood 
of $1 billion. 

Mr. O’Hara. I think those figures are illuminating as offsetting the 
relatively small contributions under the mutual security programs. 

Mr. Bernsaum. You have had an entirely different situation be- 
tween Latin America and the areas in which we have had our mutual 
aid program. You have had in Latin America going economies which 
were ready to accept loaned capital and equity capital and which did 
not need grant aid nor do I think, as a matter of fact, that most Latin 
American countries want grant aid. They want loans. 

Mr. O’Hara. What, in general, has been the business practice of 
our American businesses in Latin America? What about their public 
relations? 

Mr. Brernsavo. I think, sir, that we have some of the best examples 
of enlightened public relations in Latin America. I know firsthand 
of one concern, an oil concern, Creole Petroleum Corp., which has 
made a very special point of public relations and which is held up as a 
model fgr United States business practices abroad. 

I know also that many American business firms are emulating this 
firm and other similar firms and that there is a constantly growing 
awareness of the necessity for that kind of operation. There is a 
growing awareness of the point stressed by the Vice President in his 
speech at the National Press Club that to the extent that the American 
firms identify themselves with national aspirations—and that involves 
the people and everybody else—to that extent they are going to pros- 
per and I find from my own personal experience that there is a growing 
trend in that direction. 

Mr. O’Hara. How has all of this been reflected in improved work- 
ing conditions and wages? 

Mr. Bernpavum. Well, sir, I think you will find by and large that 
working conditions and wages in American firms are at least as good 
as those in firms controlled by any other nationality, local or foreign, 
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and that in many cases, perhaps most, you find them considerably 
better. 

Again I can cite the Creole Petroleum Corp.: I believe the wages 
paid by Creole in Venezuela certainly compare favorably with any 
other country; that the working conditions compare favorably; that 
the working benefits compare favorably and that it is a very fine 
operation from the viewpoint of the worker. 

Mr. O’Hara. Is there any difference in the wages paid the native 
of the country and the American doing the same line of work? 

Mr. Bernpaum. I would not venture to say categorically that 
there is not. There may be, but I do think it is safe to say there is 
a very definite awareness of the desirability of the same wages and 
that many of the companies are deliberately training local people to 
take over the jobs that have originally been held by Americans brought 
from the United States and when they do take over those jobs they 
get the same responsibilities and the same pay. 

Mr. O’Hara. One other question. It has been my thought, and 
I know that our chairman has been considering it, and I would like 
to get your reaction, that if after the Congress adjourns, this sub- 
committee should make a study tour through all the Latin American 
countries and hold hearings at which witnesses would be called to 
present every facet of opinion—not going down to argue, but merely 
to listen—do you think that would serve a helpful purpose? 

Mr. Bernpavm. | recall, sir, a similar fact finding trip made by a 
senatorial committee, the one headed by Senator Capehart at the end 
of 1953. The businessmen and officials consulted were not, of course, 
described as witnesses, nor were the sessions in any way conducted as 
hearings. I think that was an extremely successful tour. I think 
it did a great deal to create an awareness among our own people of 
the problems in the area. It contributed to constructive measures 
after they returned, and I think it did contribute also to a feeling in 
Latin America in the places visited that there was this very definite 
understanding in the United States Congress of what their problems 
were. 

Mr. O’Hara. | think it is in the chairman’s mind and in the mind 
of many of us on the subcommittee, if that were done it would provide 
a forum for them to express their opinions. It would not be our pur- 
pose to make it controversial, but merely to listen. Do you think 
that would have a healthy repercussion among the Latin Americans? 

Mr. Bernzavum. I think so, judging from the experience of the Cape- 
hart group. That visit was a successful one. 

Mr. O’Hara. Thank you very much. I have appreciated your 
testimony tremendously. You have made a fine contribution to our 
study. 

Mr. Byrp. You feel that in the light of the recent demonstration 
against the Vice President and his party that it would still produce a 
favorable reaction and would yield benefit not only to ourselves, but 
benefit to the relationship between our countries? 

Mr. Bernsaum. Well, sir, I would like to repeat that in my opinion 
these manifestations that we had were not a reflection of Latin 
American opinion toward the United States. I think they were a 
reflection of the opinions of a very small minority and to the extent 
that the demonstrations went beyond the scope of this small minority, 
they represented the ability of these small groups to capitalize on 
grievances against us. 
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I certainly do not think that representatives of the United States 
should have any fear in traveling to Latin America. I am thoroughly 
convinced that they would find a friendly welcome and that any 
attempts at demonstrations which presumably would take place would 
not have any great effect on their visit. 

Mr. Byrp. It has been said that these demonstrations represented 
the manifestation of feeling on the part of a very small minority, but 
does not the fact that the host government was unable to cope with 
or seemed to be unwilling to cope with the situation satisfactorily 
does not that reflect more than just a feeling on the part of a sma 
minority? 

Mr. Bernpaum. Are you speaking of Peru as well as Caracas? 

Mr. Byrp. Yes. 

Mr. Bernzpavum. I think you had a very special situation at the 
San Marcos University. This problem of autonomy in universities 
is a traditional one. You just do not have policemen going into the 
university grounds. I think you find as a rule that policemen are 
very reluctant to go into the university grounds. So the fact that 
you had no police at the time does not in my opinion reflect any 
apprehension on the part of the Government or of the police, that 
the action they would have taken to protect the Vice President 
would have been counterproductive—would have been against the 
will of the people as a whole. 

With regard to Venezuela, you certainly had a situation of much 
greater scope. I was very much interested in the description of that 
situation which appeared in the Evening Star—articles written by 
Mr. Hines. Many of those articles had a ring of truth, tome. Cer- 
tainly the first article describing the events. ‘T was there and while I 
was not close to Mr. Nixon at the time, and did not suffer the indigni- 
ties he did, I was able, of course, to check around, speak with all the 
people who were there and, as a result, I got a fairly clear picture of 
what went on. 

I think there you had an extraordinary situation which I would 
prefer to lay to miscalculation rather than to anything else. I would 
say that, knowing the Venezuelans—I lived in Venezuela for a number 
of years—that certainly there was not anything deliberate in it. I 
would say there was a miscalculation of the extent to which the police 
authorities had been really decimated by the events which took place 
after the revolution. 

The police had been identified in the minds of the people with 
oppression and the first acts taken after the revolution involved re- 
taliation against the police. Many of them were liquidated, others 
went into hiding and certainly there was only a very small proportion 
of the original police force left. You had a new group of people who 
were not quite sure of themselves, did not quite know the job and, as 
a result, were not as effective as they might have been. 

Now, one might ask why the Venezuelan Government did not call 
out the Army, which could have handled the job. I think certainly 
you might speculate that there would be a natural reticence on the 
part of the Government to call out the Army, given the circum- 
stances leading to the revolution and to the feeling that utilization of 
the Army might create a problem of its own. 

It was a very unfortunate situation, but I would certainly not say 
that it reflected a general attitude. 
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Mr. Byrp. Has there been any noticeable unemployment in Vene- 
zuela resulting from the voluntary restrictions upon oil imports into 
this country? 

Mr. Bernsavum. I would not say so. Venezuelan petroleum pro- 
duction today is very high. It is 2.5 million barrels a day. It is 
considerably in excess of what the production had been before the 
Suez crisis came up. It is lower than the peak reached during the 
Suez crisis which was in the neighborhood of 2,900,000 barrels a day. 

But a point 400,000 barrels lower certainly does not represent any 
recession level. It is still a high prosperity level. 

I understand there has been some unemployment in Venezuela 
lately due largely to a cessation of the public works programs of the 
previous administration. 

Public works programs had been an integral feature of the policy 
of the previous administration—its monument. Since the downfall 
there has been a tendency to stop a number of these programs and to 
look them over and to decide whether the new Government wanted 
to go ahead with them. 

As one minister described it to me in Venezuela—I sat next to him 
at the luncheon given by the Junta before we left. He said, “We 
are now in a period of large growth in population.”” They have had 
a tremendous amount of immigration coming into the country. He 
said, “There is a great growth in population, young people coming up, 
entering the ranks of the employed at a much greater rate than 
before, and the net result is, unemployment if no jobs are given to 
them.’”’ So they do have some unemployment. 

Mr. Byrp. Why does Argentina not buy more oil from Venezuela? 

Mr. Bernsaum. Argentina has a chronic deficit of dollars. We, 
for example, in 1957, bought only $112 million worth of goods from 
them and sold them a bit over $300 million. They are short of 
dollars. Purchases from Venezuela are dollar purchases. Argentina 
is long on sterling, so there is that tendency to buy as much from 
sterling areas as feasible. 

Mr. Byrp. Was Mr. Hines along with the party? 

Mr. Bernsavum. I do not think so. I asked that question. I do 
not remember him. I was told he came to Caracas immediately 
after the event took place. 

Mr. Byrp. Do you know whether or not the Vice President was 
advised against going to Caracas, in view of the fact that you had 
prior information which would lead one to believe that something 
stronger than a mere demonstration might be in the offing? 

Mr. Brernsavum. No, sir, I do not think there was any advice 
against going to Caracas. The information we had was of two kinds. 
There were a number of rumors, one of which had been announced 
by the Secret Service here in the United States, of assassination 
attempts. I think the Vice President answered that one to his own 
satisfaction at the Press Club. He said, ‘You have that kind of 
story everywhere a prominent United States official goes, or for that 
matter, prominent officials of other countries. If we would allow 
ourselves to be deterred by rumors of that kind, we just would not 
go anywhere.”’ 

These were rumors but were not confirmed. 

The other information that we had was unhappiness in Venezuela, 
a feeling of unhappiness arising from a sustained press campaign 
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which was described in Mr. Hines’ articles, against United States 
policies. The hand of the Communists was very evident in this 
press propaganda. The Vice President was, of course, aware, as we 
all were, of the likelihood of some hard talk, perhaps crowds of people 
instead of cheering, just keeping quiet or perhaps making noises. But 
there was certainly nothing to indicate from any of the reports we 
had received that we were going to have the kind of demonstration 
that did develop. 

Mr. Byrp. Now, the newspaper reports that I read, I would say 
a day prior to his going into Caracas, indicated to me that there 
might be attempts even to assassinate the Vice President. 

Mr. BernBavum. Yes, sir, those were the rumors I had just men- 
tioned. That we had received. 

Mr. Byrp. Was the presence of the Vice President’s wife a factor 
to have been considered by those who would have attempted to 
advise him not to go? 

Mr. Bernsavuo. I think so, certainly. 

Mr. Byrp. But to your knowledge no person in the party, no one 
with the host government, no one with our Government here advised 
the Vice President and/or the Vice President’s wife not to go on? 

Mr. Bernspaum. Not to my knowledge. As a matter of fact, our 
Ambassador in Caracas had been closeted with representatives of the 
Venezuelan Government the night before on this subject and he went 
to bed with very definite assurances that the situation was under 
control. 

Mr. Byrp. Was your party assured that extra precautions would 
be taken to protect the rights of the party? 

Mr. Brernsavom. I just do not know, sir. I was on the plane when 
those assurances were given. All I have heard about that is that 
assurances were given, that the situation would be under control. 
Assurances given by the Venezuelan Government. 

Mr. Byrp. Do you know of any dissatisfaction expressed by the 
Vice President concerning the Assistant Secretary of State for Latin 
American Affairs, Roy R. Rubottom, Jr.; has there been any statement 
or indication from the Vice President that Mr. Rubottom should be 
replaced or that any one of the four Ambassadors mentioned in the 
article by Mr. Drew Pearson should be recalled? 

Mr. Bernspaum. No, sir. Absolutely not, sir. 

Mr. Byrp. Do you have any further questions, Mr. O’Hara? 

Mr. O’Hara. Yes; just 1 or 2, Mr. Chairman. I have been told 
that some American Communists have settled in South America. 
Have you any information on that? 

Mr. Bernpavum. I have no information on that. I will be glad to 
check on it. 

Mr. O’Hara. Someone told me and I do not know how reliable the 
information is, that many of them went to Venezuela. 

Mr. Byrp. I know that Mr. O’Hara is going to be very much inter- 
ested in the witnesses on next Tuesday when we will discuss Com- 
munist penetration of Latin America. 

Let me thank you, Mr. Bernbaum, and the desk officers, for a very 
interesting and helpful statement and for answering the questions of 
members of the subcommittee and full committee. 

We are grateful for your presence and I feel that it has been very 
profitable to the subcommittee in its efforts to reach a better under- 











74 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


standing of the problems that have caused, not only the recent situa- 
tion, but a growing pattern that culminated perhaps in that. 

Although you did not get to give us a statement on Peru and 
V enezuela, I feel that your ov erall treatment of the problem will be 
of great use to our subcommittee. 

Mr. O’Hara. I wish to join with you in that, Mr. Chairman. I 
think the witness has been most cooperative and I could not imagine 
a better witness. 

Mr. Byrp. Thank you, Mr. O’Hara. 

It may be that we will want you to come back, Mr. Bernbaum. 

I want, to express my thanks again to the committee staff for its 
patience in awaiting lunch until we could finish our hearings. 

Thank you very much. 

Mr. Bernpaum. Thank you, sir. 

I enjoyed the session. 

(Whereupon, at 1:10 p. m., the subcommittee recessed, to reconvene 
Tuesday, June 10, 1958.) 
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A REVIEW OF THE RELATIONS OF THE UNITED STATES 
AND OTHER AMERICAN REPUBLICS 


TUESDAY, JUNE 10, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForrIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met in room G-3, United States Capitol, at 
10:40 a. m., Hon. Robert C. Byrd (chairman of the subcommittee) 
presiding. 

Mr. Byrp. The subcommittee will come to order. 

The Subcommittee on Inter-American Affairs is continuing its 
hearings and this morning we are privileged and very highly honored 
to have with us the former President of Costa Rica, President Jose 
(Pepe) Figueres. He has very kindly agreed to appear before our sub- 
i and I am sure that every member of the subcommittee 
and every member of the full committee present welcomes the oppor- 
tunity to have the President with us. 

We are very grateful for your taking your valuable time to appear 
before our subcommittee, and I understand you have a prepared 
statement. Perhaps you would like to read it, after which the 
committee would like to interrogate you. 


STATEMENT OF JOSE FIGUERES, FORMER PRESIDENT OF COSTA 
RICA 


Mr. Fiagurres. Mr. Chairman and Congressmen of the United 
States, this meeting is perhaps routine, as most things are inclined to 
become routine, but it is quite important to me. 

I have not been here for 5 years, and I am very interested in the 
United States and I love it. 

This invitation is more than I expected. I thank the chairman very 
much and all of you for being willing to listen to me. I do not think 
I can be of much help, but perhaps later I will be in conveying to 
democratic groups with which I am connected, the feelings I now 
experience, being in a room with the Congress of the United States, 
which represents one of the most important bodies in the world. If I 
were in a Roman room I would not be more moved. I am quite 
impressed. This means a great deal for a lover of democracy and 
American civilization. 

[ have prepared a few pages. Afterwards, as the chairma” said, if 
you wish to ask me any questions, I would be very glad to reply. 

I have been asked for an opinion. I appreciate it. It may be my 
duty to express my views. I know I may be wrong on some of the 
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things I have to say, but there are a few specific mistakes that I would 
like to avoid. 

I do not wish to take part in the internal democratic controversies 
of the United States. I have to assume that the errors in this country, 
if any, have been bipartisan, just as the errors in the hemisphere have 
been bilingual. 

Further, I do not want to appear as blaming any department of 
the American Government or any part of the American Nation. 
You live under a regime of public opinion, and everybody is theo- 
retically responsible for the foreign policies of this country. Actually, 
responsibility is divided among the executive branch of the Govern- 
ment, Congress, business, labor, and the press. I do not need to point 
out that this shared responsibility, added to the size and the role of 
the United States, makes foreign relations exceptionally difficult. 

Finally, I would not like to feed the hunger of Yankee baiters 
throughout the world, which any man, no matter how unimportant, 
can do when he speaks before a committee of the Congress of the 
United States. 

Considering all these risks of erring or of being misinterpreted or 
quoted out of context, I believe that it would be better for me not 
to appear before you, particularly since I have nothing very helpful 
or spectacular to report. But the mood of the Nation at this moment 
seems to demand clarification of certain things, and I cannot withhold 
my modest contribution when asked. 

I regard the incidents of Peru and Venezuela as a turning point, 
as a critical moment in the history of inter-American relations. They 
can also be considered as the explosions of time bombs, which were 
planted during a long stretch of time. Things have already improved, 
especially during the last 2 years, both in the official attitude of the 
United States and in the American press. But the bombs are still 
there and removing their fuses is not a quick process. 

As a citizen of our hemisphere, as a man who has devoted his public 
life to promoting Inter-American understanding, as a student who 
knows and loves the United States, and has said so everywhere, no 
matter how hostile the environment, I lament that the people of Latin 
America, through a few Venezuelan zealots, have spit on a worthy 
person, who represents the greatest Nation of our time. But I must 
be frank, and even brutal, because I believe that the situation demands 
it: people cannot spit on a foreign policy, which is what they meant to 
do. And, after exhausting all other possible means of conviction, 
spitting was the only thing left for them to do. 

The llama, the beast of burden of Peru, frequently considered as 
the Andean symbol of Latin America, is reported to spit when it has 
been loaded beyond endurance. It cannot bite; it cannot kick; it 
spits. 

With all my respect to Vice President Nixon, with all my admiration 
for his behavior which was, first, heroic, and then enlightened, I must 
say that spitting is a vulgar action which has no substitute in our 
language for expressing certain emotions. 

To say these things hurts me more than it may hurt any American 
citizen. But words are inadequate, and only spitting is adequate, 
to convey the feelings of the Venezuelan people when, recently, 
while men and women and children were bleeding to death on the 
streets of Caracas to free their loved ones from the torture chambers 
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of the tyrants and robbers and murderers who easily grant oil con- 
cessions, United States newspapers were reassuring ‘Americans that 
there was no reason for anxiety because United States investments in 
Venezuela were safe. 

‘‘Noninterference,”’ ‘Latin-American revolutions,’ “internal af- 
fairs’’—neither suffering nor reason can break through this barrier of 
expedient clichés. So people try spitting. 

You, the civilized ones of the north, have been engaged in devastat- 
ing war in foreign lands, three times in this century. Latin America 
has been on your side. We took your word that you were fighting 
for the freedoms of all men. When American boys have been dying, 
your mourning has been our mournin When our people die, you 
speak of investments. Then you etnies why we spit. 

Right now, you are engaged in what is called a cold war. It 
would destroy our faith in mankind to even doubt your intentions. 
We believe you. You are not aggressors. You are trying to prevent 
an attack on yourselves, and on the Western World. You may be 
right or wrong. But we are with you. Is it too much to ask that, 
if you stood for liberty, in mind and in action, in Berlin, which is not 
Washington, you should also stand for liberty, 1 in your moral judgments, 
in Caracas, which is right over the border? if you talk human dignity 
to Russia, why do you hesitate so much to talk human dignity 
to the Dominican Republic? You have some investments there. 
You get your bauxite practically free. Your generals and your 
admirals and your high civilian officials and your businessmen are 
royally entertained there. Furs and automobiles used to break the 
fragile virtue of Hollywood heroines are paid for by the American 
taxpayers, as deductible expenses of United States firms who must 
bribe the royal family to operate in their preserves. But our women 
are raped, our men are castrated and our professors are kidnapped 
from the classrooms of Columbia University. This is what some of 
your lawmakers call cooperation to fight communism. 

Spitting is a despicable practice, when it is physically performed. 
But what about moral spitting? When your Government invited 
Pedro Estrada, the Himmler of the Western Hemisphere, to be hon- 
ored in Washington, did you not spit on the faces of all Latin Ameri- 
can democrats? He deserved to be honored, we were told, because, 
as chief of police of a police state, he managed to maintain peace in 
Caracas, while a conference on human rights was held there over the 
screams of the tortured. You could easily keep peace in the world, 
if you turned it all into a huge cemetery. 

My Government refused to participate in such a gruesome event. 
We provoked the ire of some United States Government officials and 
the criticism of some well-meaning North American newspapers. 
This was 1954, 4 years ago. The families of these dead are still 
spitting. 

Let me now turn to the field of economic relations with Latin 
America, or with the entire underdeveloped world, for that matter. 
God and a few illustrious Americans know well that I admire the 
United States economic institutions, and that I make an effort to 
keep pace with the progress of top level economic thinking in this 
country, which few peop ol heed. But when it comes to international 
economic policies, the United States gives the impression of being 
bent on repeating all the errors that have done internal harm in the 
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past, not excluding, of course, those that brought about the great 
depression of 1929. 

epeatedly we, the Latin American students, and others, have 
pointed at the mistakes, and have even ventured suggestions. All we 
get in reply in slogans, clichés, novelties like the “law of supply and 
demand,”’ originalities like “the free enterprise system,’’ or insults 
like “‘aren’t we giving you enough money?” 

Now, we do not want gifts, except in catastrophe areas. We are 
not spitting on people for money. We have inherited all the defects 
of the Spanish soul, but also some of its virtues. We are proud, how- 
ever poor. We have dignity, in the Spanish sense of the word, which 
means self-respect. 

What we want is fair payment for the sweat of our people, and for 
the juices of our soil, when they supply a need of another country. 
With that we would live, and build up our own capital, and develop. 
But as long as the weight of the advanced economies is allowed to tip 
the scale, permitting the rich countries to buy cheap and sell dear, 
we shall continue to be poor, and you will not have a growing market 
for your exports. 

This injustice against us and this suicidal practice against the 
United States economy are being practiced in the name of the third 
slogan, ‘free trade,’’ which however does not apply when our goods 
have-to go through the American customs houses. 

When we try to stabilize the prices of our products at a fair level, 
that will permit us to live and to grow, and to buy your electronic 
gadgets, we are labeled ‘‘pink” or ‘socialistic,’ or whatever may be 
in vogue. ‘Free enterprise’? has to mean feast or famine for our 
people, and more famine than feast. 

However, when my tiny country, Costa Rica, buys in the United 
States, as it does every year, $5 million worth of wheat, because we 
are not in the wheat latitude, we pay a price that has been stabilized 
for years, by means of an international wheat agreement, because it 
would not be fair for our people to eat cheap bread at the expense of 
the American farmer. 

He, the United States farmer, producing the wheat we eat, might 
have to send his daughter to the university to study advanced sociology 
in a Chevrolet, some years, instead of a ( ‘adillac, if the blind forces 
of supply and demand were allowed to flow, like ‘uncontrolled floods. 
We wish he could send her in a Rolls Royce, to study psychokinetics, 
or cosmic rays. If this can be accomplished by raising the price of 
wheat half a cent, we will just have to pay it. 

But it would be a real fairyland if all our farmers, who produce 
your coffee, and your cocoa, and your baler twine, and who are also 
in the bad habit of having children, could send those tots to grammar 
school with shoes on their feet, and maybe even with a little breakfast 
in their stomachs. 

This, however, the workings of a “free economy” do not permit. 
Children may be all right, but clichés are holy. If Latin Americans 
are no longer satisfied to work for 50 cents a day; and if the firms down 
there want to build up national capital, and eventually to diversify 
their economies; and if governments want to increase their revenues, 
and install sewerage systems, Africa presents no such problems of 
sophistication. The new Republic of Ghana can compete with stub- 
born Brazil in cocoa prices. There is nothing as sacred as com- 
petition, when it favors your interests at the expense of others. 
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I am preparing a book on Inter-American economic relations, which 
will be part of a study that a group of friends are making on the causes 
and possible cures of underdevelopment. 

In September 1954, at the request of the School of International 
Affairs, Columbia University, I wrote a short essay, Problems of 
Democracy in Latin America. It contains, in condensed form, some 
of the subjects that I intend to elaborate in my book. 

This article appeared in the Journal of International Affairs, early 
in 1955. By an irony of fate, the paper immediately following mine 
was Anti-Americanism in Latin America, by Prof. Jesus Galindez, 
who was later kidnaped and murdered by the Government of the 
Dominican Republic. Several similar attempts on my life have been 
less successful. 

Last week I finished a short survey of the economy of Yucatan, a 
Mexican State. Itisa unique case study. Probably the best example 
you could find of a country dealing almost exclusively with the United 
States, and mainly in one product: sisal fibers and twines for United 
States agriculture. 

[ found that businesses there are well run, and the quality of the 
finished products is excellent. However, I know of no other export 
product that is so unprotected against the blind forces of supply and 
demand. It fits the laziness of the cliché lovers perfectly. There 
seems to be tacit agreement between the Yucatan exporters and the 
United States importers, to cut each other’s throats to the last tenth 
of a cent, and to establish who will contribute most to the ruin of the 
Yucatan people. 

On a well-run farm that I took as my case study, the work is done 
by 45 men and 30 mules. Since even misery has its own system of 
priorities, the mules are less underfed than the men. All men and all 
mules, together in their brotherhood of stabilized famine, cost the 
employer $40 a day. Nevertheless, the owner is “decapitalizing,” in 
my opinion. He just calls it “losing money.’”’ When his decorti- 
cator breaks down, and he orders spare parts from the United States, 
2 American mechanics at $2.50 an hour here will earn as much money 
as the entire 75 living beings on his farm. 

This is a “free economy.’ Freedom to starve is important. We 
heve to comnete with the helf slaves in Tanganyika, and with forced 
labor in the Dominican Republic. Both are part of “the free world.” 

As a result, the Wisconsin farmer buvs baler twine at 11 cents a 
pound, ec. i. f., New Orleans, and probably saves about one-thousandth 
of a cent on every 10 pounds of butter. And then his son cannot get 
a job in an automobile factory because people in Yucatan cannot 
afford even shoes, let alone automobiles. And then you have a surplus 
of 750,000 cars in the United States, because the internal market is 
already supplied. And you forget that 170 million Latin Americans 
south of the border, if the prices of their exports were adequate, could 
make Detroit run 36 hours a day. 

The city of Merida, Yucatan, could use a sewage system, if it could 
collect taxes. Businessmen who should be able to pay those taxes 
forget their own faults in not presenting a united front. Some of them 
assume a simplified view of the United States which is their sole buyer. 
The United States sends its traders down to squeeze the last quarter 
of a cent out of the Yucatan economy. They get fiber and twine at 


“the world market price,” another cliché which indicates starvation 
level. 
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When the people of Yucatan complain of their plight, the United 
States recommends a diversification of the economy. This is an 
original idea. But the people of Yucatan have never been able to 
build up the capital it takes to diversify, because they work for the 
United States farmer, who does not know it, at slave labor wages. 

So, what will they do? Would that inexhaustible source of all 
benedictions, the Export-Import Bank, grant a loan? Well, that is a 
technical question. It would depend on the collateral, the secu- 
rity, and a great many impressive things that fiber producers know 
nothing about. It would have to be self-liquidating, it should not 
create inflation, and so on and on. Private investments abroad 
are better. ‘‘Why don’t you people let us do the job—let our corpora- 
tions go down and do your business for you?” 

Gentlemen, you may find that I am criticizing, dwelling on general- 
ities, and offering no solutions. This is not the occasion for me to 
offer solutions, partly because I have already planted my cornfield. 
In my speeches and writings I have tried to suggest specific plans—I 
shall continue to give my modest contributions to a study of these 
problems. Partly because I know that you have right here in the 
United States my own teachers, economists, and other thinkers who 
know far more than I shall ever learn, about Latin America, about the 
feelings of other peoples, about economic institutions, and about the 
great destiny of the United States, as a rejuvenator of western 
civilization. 

No less capable and honest are most of the men and women with 
whom I have had to deal in the Foreign Service of the United States. 
What puzzles me, and other democrats in Latin America, is something 
abstract—policies. Those policies may be all right, and I may be all 
wrong. But Il am sure that it was at those policies that the Venezuelan 
people meant to spit. 

I repeat that no branch of the United States Government and no 
sector of the country is solely responsible for these policies, or national 
attitudes. But policies have to be followed, like a party line, by all 
members of the Foreign Services. The slogans and clichés must be 
repeated. And many of those individuals are superior to the lines 
they faithfully follow. 

Maybe I could illustrate this with a parable written by our Peruvian 
poet, Santos Chocano. Jesus had a day of preaching at several little 
villages around the Sea of Gallilee. At the end of the day, He noticed 
the face of a man who had been present at most of His sermons. ‘‘Why 
dost thou look at me in that manner?” He asked, and the man 
answered: ‘“‘Because I understand not.’ Jesus walked over to him, 
put His holy hand over the man’s head, and commanded: ‘Under- 
stand,’’ and the man understood. 

That night, pondering on the doings of the day, Jesus marveled at 
having performed one miracle that would never be repeated through 
the centuries: making those who understand not, understand. 

It may be that we have here the key to many discrepancies, between 
the caliber of certain individuals and the inadequacy of certain policies. 
The situation may be that those who should understand, cannot; and 
those who do understand, must not. 

Now, let not the enemies of the United States be too happy about 
anything I have said to this congressional committee. My judgments 
may be blurred, my expressions may be foggy, but my intentions are 
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clear. This is strictly a discussion within the family. I mean the 
family of American Republics. 

I suppose that loyal citizens in classical times may have said: “My 
city-state, right or wrong.” For centuries afterward, loyal citizens 
have been saying “My country, right or wrong.” The era has now 
come when we must start thinking: ‘‘My civilization, right or wrong.” 

Thank you, Mr. Chairman. 

Mr. Byrp. Thank you, Mr. President, for a very interesting and 
challenging statement. 

This subcommittee has been endeavoring to arrive at the facts 
which are at the base of what appears to be a deterioration in the 
relationships between this country and countries to the south. 

Recent events of which we are all aware seem to focus attention 
upon what apparently is a breakdown in those relationships, or a 
deterioration of them. 

So this subcommittee has been interested, as I say, in trying to 
conduct a factfinding study and it is primarily interested in trying to 
arrive at the solutions to the problems that exist. I feel that in 
your statement you have tried to state what, in your opinion, are 
some of the facts, some of the problems that lie at the base of the 
situation. 

I note that you say you are not suggesting any solution, but the 
subcommittee today, I am sure, will be glad to have any suggestion 
or any recommendations that you might make. 

Now, I assume that it would be best for us to proceed under the 
5-minute rule so that every member of the subcommittee and every 
member of the full committee who is here will have an opportunity 
to ask at least 1 or 2 questions. Then after we have gone around 
and given everybody an opportunity to ask questions under the 
5-minute rule, all members will be perfectly free to ask additional 
questions and to take as much time as we possible have to spare. 
If the subcommittee will permit me, I will try to hold the questions 
to 5 minutes on the part of each interrogator until we have gone 
around. 

I would like to begin with Congressman Hays, a member of the 
subcommittee. 

Mr. Hays of Arkansas. Mr. President, I believe I told you a 
moment ago that I had the privilege of serving as a member of the 
American delegation at the time of your inauguration as President 
of Costa Rica, and I acquired some knowledge of your background 
and your philosophy and also the problems of your country. 

Now, for the purposes of clarifying my own thinking about your 
philosophy and your background, I found throughout Central America 
vast enthusiasm over something that you did which to me represents 
a focus in your political life that appeals to the American people. 
Because you felt that in the election of Mr. Ulate, at the time when 
he came into power, the forces who conducted that election had used 
corrupt methods, you pursued a course there that ultimately over- 
threw that regime and brought about what was regarded as a free 
election and a true expression of the will of the people. 

I am putting this as your friends put it to me, and consequently 
vou became known throughout the Latin Americas as a fighter for 
free elections. 
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I asstme you still stand for that, that unless we can provide the 
mechanics by which the people themselves can record their wishes as 
to who shall preside over them, democracy is frustrated. 

Now, the thing that appealed to me at that time was this, that you 
renounced any t thought of holding power yourselves and that is when 
he came into power. You declined to take power. 

This is an old saying, that a timid surgeon makes a very ugly wound, 
and you have not been a timid surgeon this morning. 

I did want to say to the extent that your actions in that case 
represented devotion to what we call government by consent of the 
governed, you have a place in the history of your country that it 
seems to me all true democrats must respect. 

Now, we come to these differences I would like to explore with you. 

I would like to probe the question of how we can proceed multi- 
laterally to achieve for the producers of coffee, for example, in scat- 
tered areas the same protection you conceive the American wheat 
farmers are entitled to. Coffee would supply a very good analogy. 
I assume, too, you would agree with me in the proposition that eco- 
nomics and political philosophy are intimately related. We would 
have no difference of opinion there. 

How do you feel about this question of coffee, for example? Now, 
actually haven’t the cooperative and multilateral efforts achieved for 
the ‘coffee producer pretty much the same status or signs of progress 
that we are achieving for the wheat farmer? 

Mr. Figurres. I thank you for your kind expression about my 
respect for the electoral right. I would not be in politics except for 
that. 

On the economic side, sir, you realize that m designing economic 
machinery, you have to go to the experts. If you ask me to design 
an alternating generator, I will probably go to the engineers who 
design those instruments every day. 

Now, designing mechanisms for stabilizing the price of coffee is the 
field of men and their institutions and consultants that you do have 
in the United States, and I do not pretend to be the best of experts. 

Each commodity has to be stabilized with a mechanism that serves 
the needs of that commodity. 

Excuse my breaking the sequence, but we, the underdeveloped 
countries who are studying economics, together with many people in 
the United States who are equally worrie 1d about problems of under- 
development, are carrying on three simultaneous efforts to stabilize 
the world markets. We see in the world markets, in the exchange of 
about a dozen commodities, the main source of underde velopment. 
These three efforts I would describe this way: 

First, the upward effort coming from the affected countries and 
from the directly affected countries. They get organized like labor 
organized, and democratically you fight for your rights. That is the 
upward. 

Then the downward struggle: Try to induce the United States as a 
center of our economic system, as the center of the world economy, 
try to induce the United States also out of enlightened self-interest, 
to take some initiative. That is what we call the downward effort. 

We have made considerable progress in this field also. The United 
States should take the initiative in establishing the mechanisms of 
stabilization. 
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Third, try to get the United Nations, in which we very much be- 
lieve, to eventually become the world stabilizer of those commodities 
which have great importance in the relations between nations. Try 
to get them to build up a reserve that will prevent famines and give 
the peoples of the world a steady income and the consuming nations 
a steady supply. 

As you realize, these are three different fields of action. If you are 
asking me what could the United States do, I would say, first, cease 
opposing our upward movement. Cease opposing our efforts at the 
United Nations and, third, take the initiative. 

Now, we come down to your example. Coffee has made great 
progress in getting organized. We already have a world coffee 
organization which still needs confirmation by several countries, in- 
cluding Africa, and this is important. 

Now, we have encountered serious opposition in certain circles in 
the United States and I give you one example: Last year when the 
coffee countries, through a temporary measure called the Mexico 
agreement, by which we agreed to offer our crop at a certain rate 
during the year to avoid the terrible effects on the price when most 
crops come in—a seasonal stabilization. Would you believe that 
automatically certain private bankers here started investigating what 
loans might help us maintain a uniform flow, and even an economist 
of the World Bank—and this is not a United States foree—told one 
of the economists in our Embassy here that a development loan we 
have under study would suffer because of this effort to normalize our 
supply of coffee. 

Then this man withdrew and denied he had said it. He said he 
didn’t mean it. But it was a simultaneous attitude of bankers in the 
World Bank and in private banking, through which we could feel that 
the mood in business here at high levels was against our protecting our 
prices. This is done, in my opinion, not so much because United 
States bankers are thinking of exploiting us or getting our products for 
nothing, but rather out of an erroneous ideologic al attitude. They 
object ‘to all stabilization. As bankers and as big business people, 
they very much believe in what they call a free market in which every 
fisherman can fish as he wishes. 

Now, when I say “‘you,’”’ I do not include only the United States 
Government, but businessmen, too. When you are opposing our own 
efforts and initiatives, it is difficult to make stabilization work. I 
agree there are problems. If we stabilize at too high a price, we will 
antagonize the American consumer. We want to stay within what the 
American housewife will pay for coffee. We have learned better than 
to antagonize the American consumer. We want to stabilize at a 
price that is acceptable to the American consumers, and that is what 
we are trying to do. Then we know that if we stabilize it too high, 
we are going to produce unnecessary production. 

We are going to have too much production. That we want to avoid. 
We know if present producing countries go too far, other countries will 
start producing coffee. We know the dangers, and we admit that they 
have to be avoided. 

Your own example in the United States in internal price stabiliza- 
tion to provide the American farmer with an assured revenue is by 
far the latest experiment in history. Private stabilization to protect 
both the consumer and producers began perhaps 300 years ago in 
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China through an emperor whose name you can pronounce any way 
you wish. Private experiments have been made all over. 

Stabilization of United States agricultural products is a historic 
and heroic attempt and, as you know, it has had certain weaknesses. 
Now, we are trying to avoid those errors. We do not want to have 
a lot of coffee we don’t know what to do with. You people are right 
in saying some mistakes have been made, and you shouldn’t have the 
large agricultural surplus you have. We are not going to repeat 
those errors. We are not in the clouds, sir. We are studying all 
the experiences and largely the American experiences, but certainly 
the world experiences. We know how eggs are marketed in England 
and how milk is marketed in England, and certainly we are not going 
to repeat those mistakes which have produced overproduction or 
consumer resistance. 

We think that both the United States and our own people who are 
studying these things are well informed enough to do a good job in 
establishing a mechanism of economic stabilization that will not 
produce those ill effects. 

Mr. Hays of Arkansas. Thank you, Mr. President. 

Mr. Byrp. Mr. Jackson. 

Mr. Jacxson. Thank you, Mr. Chairman. 

Mr. President, it is very nice to see you again. 

I might say in passing, Mr. Chairman, that my first meeting with 
the President took place the week following Bogota, the conference 
in 1948 where, for a week, I had seen all the shooting I wanted to for 
a long time. I arrived in San José right after Mr. Figueres’ forces 
had rolled the logs off the airport and found myself engaged somehow 
in a sniper hunt with a couple of the President’s lieutenants. So our 
acquaintance goes back some time. 

Mr. Fieureres. You were on the side of the angels. 

Mr. Jackson. I must have been on the side of the angels. 

I have been very much interested in your presentation, Mr. Figueres, 
having a considerable knowledge of what has been achieved in Costa 
Rica in recent years. 

However, I think you would probably be the first to admit that 
the complex problems of Latin America cannot in all cases be laid 
upon the yardstick represented by Costa Rica. 

There is in Costa Rica an informed, literate electorate which unfor- 
tunately is not the case in many of the countries concerned. 

I, like my distinguished colleague, Mr. Hays, will try to be just 
as frank as you have been in discussing several aspects of United 
States policy. The great curse of Latin America has been in the 
fact that the Latin traditionally and historically has followed men 
rather than principles, party platforms, and ideas. 

Simon Bolivar said that he who tries to instill the seed of democracy 
in Latin America tills the sea. 

Many Latin leaders since Bolivar have demonstrated this is not 
entirely accurate. I would like to have your ideas on what this 
Congress and the preceding Congress did with respect to establishment 
of the Development Loan program. Will this in some way fill a need 
which has existed heretofore? 

I assume you know in general outline what the Development Loan 
program proposes to do. It constitutes a joint undertaking between 
nationals of the United States and domestic capital in Latin America, 
for the development of economically underdeveloped countries. 
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Is this, in your opinion, a good move or is it a bad move? Is it 
something from which we may hope to obtain some genuine fruits in 
economic development? 

Mr. Fieurres. Thank you, Mr. Congressman. I am aware of the 
different levels of democratic progress in the Latin American Republics 
as you know. I am not an official of the Government of Costa Rica, 
and I will speak as a citizen of Latin America. I still sometimes try 
to speak as a citizen of the hemisphere. I wish I were. I am doing 
my best to study the whole thing. 

I wish to clarify something for all of you, Mr. Chairman and 
Congressmen, which may help a little. We are confronted with two 
distinct issues, both of which have bearing on the unfortunate hap- 
penings in Venezuela which brought about this investigation. One 
issue is political. We are demanding United States democratic leader- 
ship. ‘The other issue is economic. We are asking for cooperation to 
develop, but not in the way cooperation and aid are frequently 
referred to. We don’t really want grants. Cooperation for us means 
something different. 

In any event, we are fighting within the family, and in a very 
friendly way, for two things. One is economic, one is political. 

We want (a) electoral right and freedoms. We are in love with the 
same political system with which you people are in love. 

And (6) we want to enlarge our per capita income. ‘Two different 
things. Usually they are combined. 

Now, you presented an economic problem, Congressman. You 
present another economic problem. Now, you say, how good are loans 
for development? They are very good. They are very good. 
However, let me go back to the problem of price stabilization which 
seems to have no part in your question, just to explain why we are 
insisting so much on private stabilization, first of all, or of paramount 
importance, and it can only be explained with a little numerical 
example. 

I could take Brazil if you wish, or take Costa Rica. I could take 
the largest or the smallest country. Let’s take the smallest—Costa 
Rica. 

We will very soon be exporting 1 million units of coffee. We are now 
at 700,000 or 800,000. ‘That is just a round figure, for a very tiny 
country, and let’s go to prices. I am sorry to have to go into detail. 
The price that the American consumer is willing to pay, we have found 
through trial and error, through United States agencies and through 
United States advisers, is from 95 cents to a dollar a pound. Below 
that consumption does not increase. That is the tragedy of it. If it 
goes below consumption does not increase. That has been de- 
termined by trial and error, and by mistakes. 

Now, we are trying to stabilize it at approximately that level which 
means anything between 60 and 70 cents for the very high qualities 
that give the aroma to your coffee, and lower prices for the other 
qualities. Now, suppose it is 60. You can argue with people who 
say, “Well, if things go from bad to worse and the price, because of a 
surplus, drops to 40, we will intervene.” 

We claim it should be at least 60. Now, let’s see the difference. It 
is 20 cents a pound, which will mean very little for the American 
consumer because in those margins most of the differences don’t go 
to the consumer. In those narrow margins, that is. 
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The difference between 40 and 60, comparatively nothing, 20 cents 
a pound, means $20 million on a million units of 100 pounds. Twenty 
million dollars a year for a tiny country of 1 million people is an 
amount, one-fourth of which you will never get either through aid, 
grants, loans, or investments or anything. I am speaking on practical 
matters. It is so small as to inject $20 million a year—you might 
inject them in more than 1 year, but to inject $20 million a year into 
our economy by other means is impossible. I mean it is not impossible 
if you want to go into something like the Marshall plan, but we are 
not speaking of that, and we do not think the situation warrants a 
Marshall plan for Latin America. That is not what we are asking for 
anyway. 

Twenty million dollars a year. Do you know the redtape we have 
to go through to get a loan of $1.5 million or $3 million? It may 
mean a year of negotiations. The bankers have to study the situation. 
It is so small, whatever we can get from loans and whatever we can 
get from other sources. 

Now, mind this: $20 million a year that goes to our economy stays 
there. Itisourmoney. We don’t have to pay it back, and we don’t 
have to pay interest on it. We have to pay 4.5 percent to the Export- 
Import Bank. 

It partly goes to raising our standard of living and partly goes to 
our capitalization and development, if we have an increase in the 
price of coffee. 

Do we want to diversify your economies? Yes, to the extent that 
the size of our economy permits. 

Where are we going to get the money for diversification? We have 
to start with what we ‘already have. We have to start with our normal 
economic relationship with the United States, with those products 
we have been supplying to you and we have been doing it for centuries. 
We have to start there. Then we can use a simile. Suppose that 
25 or 30 years ago when we started to get out of the depression here 
business had told the unions, “Don’t worry so much about wages. 
We are going to give you fringe benefits.” 

What would they have said? ‘Well, fringe benefits are wonderful. 
We want all of these things, but first we want our wages. We are 
not going to wait until we die to get a pension for our wives.” 

The main issue with labor has been wages and the main issue with 
us is payment for our products. 

On top of that, any assistance is welcome and very good. Without 
that, any assistance is welcome and is very good, but we are placing 
all our stress on the payment for our products to start with. 

For 10 or 20 years this has to be the basis of our development. 
Development loans, sir, are excellent. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. Mr. President, it is a great pleasure to be with you, 
sir. 

Mr. Fiegurres. Thank you. 

Mr. O’Hara. My mind has been going back to the period before 
the turn of the century. That was the time when Bryce’s American 
Commonwealth was saying, “‘Wherever the banana grows, man is 
incapable of self-government.” 

That was the political philosophy of the Great Britain of the period. 
It was argued that in Costa Rica there was a higher order of intelli- 
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gence and political responsibility. I do not mean to imply that I 
subscribed to this theory. The reason given by those who held to 
this philosophy was that people from Spain who had gone into the 
area that became Costa Rica had not intermarried to the extent of 
the Spanish families in other areas. Law and order did seem to 
prevail in Costa Rica, and for a long period there was an absence of 
the revolutions that plagued other Central American Republics 
Costa Rica did have her conflict with Nicaragua in the Walker days 
around 1856. You may be interested to learn that as a boy in 
Nicaragua I used to talk with a Nicaraguan veteran who had fought 
under Walker and I had many firsthand recitals on that engagement 
with Costa Rica. 

I went to school in Nicaragua. There was at that time a consider- 
able feeling by the people in Nicaragua, and I presume by those in 
Costa Rica, against the United States as in stronger measure against 
Great Britian, a feeling that we had taken advantage of smaller 
countries and had sought to impress upon their governments and 
their peoples our will. I judge from your remarks here that there is 
much of that feeling still existing in Latin America. Am I right or 
wrong? 

Mr. Ficureres. You are right. 

Mr. O’Hara. You made some reference to the financing at the 
period preceding the depression of 1929 when our bankers floated 
great loans in Latin America and American guns backed up American 
dollars. I take it the people today in Costa Rica and Nicaragua and 
other parts of Latin America have not forgotten that. Am I right in 
that? 

Mr. Fiaueres. They have not forgotten any of the errors, but 
they are very much willing to forget the m, Congressman. 

Mr. O’Hara. In my day the banana industry was centered at Blue- 
fields in Nicaragua and the mahogany concession was held by a man 
from Boston, I think. There was a feeling among some people that 
the cream was going to the United States with the skimmed milk left 
to the growers of the bananas and the chopper of the mahogany trees. 
I take it from your remarks you feel that while there may have been 
some improvement, the improvement has not been as complete as we 
would wish. Is it your thought that our American interests in some 
measure continue to exploit the people? Is that your thought? 

Mr. Figures. At this moment, if you will allow me to ‘interrupt, 
Mr. Congressman, there is to my mind practically no deliberate ex- 
ploitation or colonialism of any kind. There is only unconscious 
exploitation, mistakes. 

Mr. O’Hara. You think improvement could come through a stabi- 
lization of prices that would remove the inequities of the law of supply 
and demand as it operates in our sister Republics? 

Mr. Fiaurres. The economic relationship between the United 
States and those countries has two aspects: One is, what you buy 
from us, coffee, and the other one is what your companies do there, 
when operating a business there. I wonder in which sense you would 
like me to answer. It is two separate things. 

May I, Mr. Congressman, give you a little illustration? Will you 
allow me? 

Mr. O’Hara. I would be delighted. 
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Mr. Ficurres. Sir, we have in Costa Rica—and I only mention 
this again as a study case—two large instruments of trade with you 
which are bananas and coffee. We also have cocoa, but we can 
lump it together with coffee for the time being. 

Coffee is cultivated by thousands and thousands of farmers, Costa 
Rican farmers, mainly, or farmers of any nationality who honorably 
want to come with us, including some Americans. 

Bananas are mainly cultivated by one large American company, 
the United Fruit Co. So they present two principal aspects of selling. 

One of the results of this difference is the following: The banana 
industry can afford to pay $3 a day in wages, which for the education 
of the workers that they use, cannot be considered bad under the 
present world circumstances. I would rather consider it good—as a 
banana industry operated by an American company, that is. 

The coffee industry operated by thousands of Costa Rican families 
can only afford to pay one-half that. That is $1.50 a day. Why? 
Because the banana industry has in the United Fruit Co., whatever 
have been the mistakes of the company in the past, a means of stabili- 
zation, a large unit that knows when to send bananas to the United 
States and when not. 

You may call it monopoly; you may call it cornering the market. 
I think at this moment it is none of those things, at this moment. 
But the United Fruit Co. of itself, out of self-interest, acts as a stabi- 
lization agency for a commodity which is enjoyed by the American 
people and which is produced by our Republics, and prices never 
fluctuate too much. 

The company makes money every year. It has not stopped busi- 
ness, I think, even during the depression and our workers at this 
moment are receiving twice as much as our coffee workers, and our 
coffee workers are now earning relatively high wages for that matter. 
The existence of this company there seems to me to prove some need 
for stabilizing the market, the means of which we do not have in the 
coffee industry because of the thousands of small producers who are 
harder to organize than one company. 

Mr. O’Hara. Mr. Chairman, if I may have one more question: 
Mr. President, you have referred to conditions in Latin American 
countries other than Costa Rica and you made some reference to 
present and former governments of which you do not approve. 

I had always thought the best policy for the United States to pursue 
was entire restraint from interference in the domestic affairs of other 
countries. I had always thought that among Latin Americas that 
was what the majority of Latin Americans would prefer. If a man 
is quarreling with his wife in his own home he doesn’t like to have 
his neighbor step in and interfere. 

Do you not think it is a sound policy for the United States to pursue 
and when disputes arise in other countries, though they may be under 
what we would regard as good governments or bad governments, do 
not we best conform to the rules of good neighborliness by keeping 
out of it entirely? What is vour thought on that, Mr. President? 

Mr. Ficureres. Congressman, you have asked a very interesting 
question. Should the United States intervene in the problems of 
those countries where they have dictatorships and where people are 
being tortured and all that? It is an easy question, but it is difficult 
to answer. 
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We have had, in the past, interferences by the United States Gov- 
ernment in Latin America which were just a result of the old power 
politics. You see, we tend to forget that this is an adolescent nation 
that has just come to the surface ‘of the world with all the power and 
all the knowledge of western civilization. You may have made 
mistakes 30 years ago because you were very young as a nation. 
Besides, there may not have been such mistakes under the circum- 
stances of the times. 

However, the sentence, “noninterference,’”’ becomes something 
which our countries fought for years and we finally got it. We found 
no more American armies fighting in Mexico City, we had no more 
United States Marines as they were sent ot the Dominican Republic, 
and to Nicaragua and to Haiti, and we have no more seizing of 
countries, like you seized Panama, because of the need of the canal 
and so forth. 

I must praise the United States for having accepted our doctrine, 
our demands for noninterference. 

Now, unfortunately, we are always trying to fight World War II 
with the weapons of World War I. To use “the issues of a previous 
era to try to analyze the issues of the present era, it is very difficult to 
keep pace with our fast-changing world. Nowadays we have come to 
the point where the United States is so predominant in the Western 
Hemisphere, so predominant in the Western World, in the democratic 
world, we have come to a place where even nationalities are disappear- 
ing to be merged into civilizations, and the United States had one 
civilization. 

The situation is such, Mr. Congressman, that you are always inter- 
fering by commission or by omission. Whatever you do is interfer- 
ence. Whatever you do influences our lives. If you establish a 
company of Coca-Cola, which is a modern product, you are changing 
our national countries. You are ‘“Coca-Cola-izing”’ our problems. 
There is nothing this Nation does that does not “interfere’’ or “affect” 
the lives of our peoples and the world. Especially the Western World, 
and especially the Western Hemisphere. 

Am I speaking too long, sir? 

Mr. Byrp. I just w anted to be sure that everyone had an oppor- 
tunity to ask a question before we go into session. We go into 
session at noon. 

Please proceed and conclude your answer. 

Mr. Ficurerrs. The unfortunate thing is, and I would not like to 
have this published 

Mr. Byrp. What you are going to say now? 

Mr. Ficurres. I would not like to have it published because it 
might in some way weaken the United States in the present struggle in 
which we are. 

Mr. Byrp. Do you wish to have it off the record? The record will 
be edited, but if you wish it off the record—— 

Mr. Ficusrss. It is not so important. You may record it; yes. 

The important thing is that the United States cannot always be 
expected to have top- level thinking in all positions of prominence. 
Some of your higher offices have been intervening, even in minor 
matters, in favor of the dic tatorships, very directly, ‘because they fear 
the dictators, because the dictators are more aggressive than the 
democracies, and have so created an atmosphere in Latin America 
that, as far as our struggle for freedom is concerned in the hemisphere, 
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the United States is on the dictatorial side. That is a terrible thing 
to say, but at the right time I am at your disposal, Mr. Chairman, to 
cite examples of interference in favor of the dictatorships and against 
the democracies. 

Direct interference in a country. This is a mistake of certain 
individuals, but you cannot expect a few in the government of a great 
nation to be exclusively enlightened people, or exclusively otherwise. 

Mr. Byrp. Mr. O’Hara, may we proceed, and then we will come 
back. 

Mr. Morano. 

Mr. Morano. | have no questions, Mr. Chairman. I wish to ask 
a parliamentary inquiry and maybe two 

(Discussion off the record.) 

Mr. Byrp. Mr. Burleson, do you have any questions now of the 
witness? 

Mr. Burteson. Thank you, Mr. Chairman. I appreciate the 
invitation. 

Mr. Byrp. Let me say we are glad that you are with us today in 
our committee meeting, and we are very delighted to see Mrs. Kelly 
and Dr. Saund. 

Mr. Burueson. Thank you, Mr. Chairman. It is a pleasure to be 
with your subcommittee. I have no questions. 

Mr. Fiaurres. Pardon me for taking a little bit more of your time. 

Congressman Morano, as you know, I have no opinion on your 
committee rules, but as far as Latin America is cone ‘erned, I want to 
tell you this: We think that something very serious is going on which 
may be endangering. I must tell you that the statement has been 
prepared with as much gunpowder as is necessary to suit the Latin 
American tastes and to make my contribution useful, if Ican. Other- 
wise, to just say I am a Yankee lover as they have said at other times 
would be of no use—if it is released, which is your committee 
prerogative. 

I apologize if there is anything in it which is not respectful enough 
of your Nation or which seems to interfere with delicate shades of 
your internal affairs that I may not follow because of my living 
abroad. 

(Discussion off the record.) 

Mr. Figureres. Mr. Chairman, as a Latin American, I am deeply 
interested in a solution to the problems. I respectfully suggest to 
the chairman and the committee that the statement be printed unless 
there is anything in it which to your better judgment, from the point 
of view of the United States, is not desirable. 

Mr. Byrp. Thank you. Mrs. Kelly. 

Mrs. Keuty. I would like to say, Senor Figueres, that I welcome 
your statement. I welcome criticism of United States policies be- 

cause I desire to have any misunderstandings of that policy, or 
programs resulting, corrected. 

May I say that it is rather unusual that you should be here today 
because I have received many letters from constituents of mine re- 
siding in Latin America. I would like to have you comment on one 
sentence in one of these letters. I do want to ask one question which, 
if you do not have time, I would like you to answer later on, but [ will 
ask that question first. 

You stated we are demanding democratic leadership in countries. 
I think you said in Latin America. I wonder if we should do that 
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at this point, because with liberty comes responsibility and possibly 
countries are not ready for democracy. 
Now, may I return to this letter. [Reading:] 


May 24, 1958. 

Dear Danpy: I received mother’s letter which came down in 4 days. Appar- 
ently there is no censor on the oncoming mail but we’re not sure about the out- 
going mail. Things in * * * are nothing like Caracas, thank God. How- 
ever, all public discipline has deteriorated rapidly. Some young boys beat up a 
nun when she tried to protect the girls at school and in Catholic Venezuela we 
had the Host desecrated here the other night in one of the churches by some boys 
also. This was unheard of 4 months ago. 

It is nice to be dreamy eyed about democracy, but l’affaire Nixon should make 
even Americans realize that to Latins liberty means anarchy. These people fear 
authority but do not respect authority. The most wonderful thing that Eisen- 
hower ever did as far as we are concerned is to send the troops to the Caribbean. 
That saved us all from disaster. The moment it was announced that there were 
United States Marines not 2 hours away everything changed. They can yell 
Yankee imperialist and what a mistake it was, but the gangs had already started 
pillaging and looting foreigners’ homes and attacked the American newspaper in 
Caracas and were all set to go on from there. 

My reason in writing to you, Daddy, is that I would like you to send off a letter 
to any responsible Senator and tell him that we appreciate what was done. * * * 

We all sent off letters to Ike, but of course we couldn’t sign them. The Com- 
munists have really gotten hold in the past 4 months. I can at least say “I told 
you so.” It is certainly very disappointing to see what the great Catholic 
Church has managed to do down here in such a short time. They were not 
afraid to take credit for their part in the revolution so they can take a lot of credit 
for what we have left. 

In case there is any doubt about the Nixon affair, it was a deliberate, planned 
insult. For weeks before Nixon arrived the papers carried editorials that the 
youth should protest about a whole lot of baloney ills. There wasn’t anything 
from His Excellency the Archbishop about welcoming Mr. Nixon with any “‘bien- 
venido”’ signs. There were no Catholic schoolchildren in their blue and white 
uniforms lining the path that are usually there for any other affair. And don’t 
for one minute think you can get 50,000 people together in Venezuela and say 
the Government was surprised. You don’t get 5,000 people together without 
the knowledge and consent of the Government. 

The upshot of it all, we hope, is that the United States can see just what the 
“good neighbor’? means here. The only thing to be is tough but fair. It re- 
minds me of the time when I first came here and gave my Venezuelan maid a 
pair of my shoes. The next day she asked me for a raise or she wouldn’t do 
(baby’s) diapers. I learned right away never to give away anything that was 
unearned. 

Well, we are hoping that we stay out of range on the next revolution which 
is due daily. Let us hope and pray it won’t be the Communist of the Accién 
Democracia which is the same thing. * * * and I have taken out insurance on 
our belongings against riot, fire, malicious mischief, and vandalism, so even if 
we are evacuated from here we won’t suffer too much of a loss. 

I'll drop a line if anything else can be done, but please let somebody know 
in Washington that the President was a hero, even to the Texans and southerners 
down here. 

Love to all. 


Now, what I hoped you would comment on is the section which I 
read ‘I realize that to Latins liberty means anarchy.”’ 

Mr. Fiaureres. Thank you. 

As you know, democracy takes an optimistic view of man and 
assumes that man, in general, can govern himself in his individual life 
and in society. This may be all wrong, but it is our philosophy. 

You can say of the United States the same thing you say of Latins 
or of any people in the world. For example, one of the early com- 
plaints of the aristocracies when they were pushed out by the demo- 
cratic leaders was that democratization was vulgarization because it 
brought to the surface the uneducated and the illiterate and gave 
them an undue influence. 
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Now, you have been vulgarizing this country for about 180 years. 
Furthermore, with the appearance of the industrial revolution which 
has made production so abundantly possible, you have even taken the 
common man to a high economic standard, not alone to let him have 
political rights—a common man can even drive acar. That has been 
another vulgarization. 

We may be suffering from that. The aristocratic philosophies 
that take a different view of right may be partly right. Whether we 
assume we are right 100 percent—maybe you people here, Congress- 
men, did not have to bear in mind the ideas and the opinions of the 
uninformed in your constituencies. You could do things sometimes 
more scholarly if that were the case. Perhaps if the newspapers in 
the United States did not have to bear in mind that the uneducated 
citizens of the United States have so much to do with American life, 
they could do differently. 

I think some errors in the United States are due to this vulgariza- 
tion, but I still believe in democracy and I think, to say the least, 
this is the smallest of several errors. 

I do not think man has evolved a better method of looking at 
society, or building a political system. 

Assuming there are definite differences of temperament among 
different races of the world, of people of one color or another, or one 
réligion or another, is I think undemocratic. I think the human soul 
is the same everywhere. I have seen the Indians in Bolivia under 
democratic government rapidly pass from the stone age to our civili- 
zation and my impression of western philosophy is something that 
basically appeals to the human soul and wherever you offer it to a 
human being, he will buy it. I am an optimist and I think that 
democracy will work for the United States and will work for all coun- 
tries of the world. These are pessimistic views of people who have 
probably not given much though to these philosophical matters. 

Mr. Byrp. Mr. Saund. 

Mr. Saunp. Thank you, Mr. Chairman. I have certainly benefited 
a great deal from the testimony and the remarks of the President. 

Mr. Byrp. Mr. Saund is a member of the Subcommittee on the 
Far East, and the Pacific. We are delighted that you could be with 
us today. 

Mr. Fiaurerss. May I say a word to him? 

Sir, I understand you were born in India? 

Mr. Saunp. Yes. 

Mr. Fiaurres. Well, we are in brotherhood. We are trying to 
organize countries producing hard and semihard fibers. Mr. Nehru 
and I agree that most of the problems of India and of Pakistan, which 
is now a rival country, come from the prices of jute. 

Mr. Byrp. We have just had a quorum call. 

Mr. O’Hara. Mr. Chairman, may I ask a question first? 

Mr. Byrp. All right. 

Mr. O’Hara. Will there be a meeting of the subcommittee to con- 
sider the future witnesses to be called? 

Mr. Byrp. I was going to state that on Thursday we will have 
before the subcommittee—I think I announced it the other day— 
Mr. Frank Oram who is with the United States Information Agency, 
and the subject of the discussion will be Communist propaganda. 

I was also going to ask the members of the subcommittee if they 
have any recommendations that they would like to make as to wit- 
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nesses or as to the area of discussion that they let the staff know, or 
mention it to me. 


(Discussion off the record.) 

Mr. Ficurrss. I repeat, I am being educated. 

Gentlemen, I want to say this, that I may have created the wrong 
impression, that I consider most of the faults, if there are bad relations, 
lie with the United States. I believe most of the fault lies with us, 
and this is a question like clearing slums. You can say that the 
slum dwellers should do it, but if the other people do not take the 
initiative, the slums will aways be there. 

Mr. Byrp. Thank you, Mr. President, for a very delightful presenta- 
tion. 

Mr. Fiaueres. Gentlemen, you have been very generous and 
have given me very wonderful opportunities. 

(Whereupon, at 12:15 p. m., the witnesses were excused. Following 
further brief discussion by the members, the subcommittee adjourned 
at 12:20 p. m., to reconvene at 10:30 a. m., Thursday, June 12, 1958.) 

(A biographical sketch, provided by Mr. Figueres follows:) 


Brier SKeEtTcH or Jos& FIGuEeREs 


José (Pepe) Figueres, President of Costa Rica from 1953 to 1958, is one of the 
foremost democratic figures in Latin America. An engineer and farmer, he 
studied at Massachusetts Institute of Technology, where he learned English and 
something of United States culture. 

Figueres is the first national leader in Latin America to come to grips with 
communism. In 1942 he attacked in a radio address the extreme right wing 
government of Calderén Garcia for its collaboration with the Communists. For 
this he was exiled to Mexico. ‘Two vears later he returned to find the Communist 
allies of Calder6n in control of Congress, the police and the rural troops. 

In 1948 the Communist dominated Congress invalidated the presidential elec- 
tion of Otilio Ulate. Pepe Figueres met head on the conspiracy against the 
Costa Rican people. At the head of a small band Fizueres outmaneuvered and 
outfought the Communists in 6 weeks of pitched battle. 

After his victory in the field Fizueres headed an interim government to restore 
democratic processes to the country. He took a series of unprecedented and 
courageous actions. The Communist Party was outlawed. The Army was 
demobilized in order to avoid Army revolts. Then he turned the presidential 
office over to Otilio Ulate, the duly elected President. 

Figueres himself was overwhelmingly elected President in 1953 by a margin of 
nearly twice the votes received by his opponent. His internal program is summed 
up in his own phrase: ‘‘Costa Rica should not be a social club.” 

In international policy, where many Latin American leaders find it expedient 
to gain popularity by whipping up nationalism by attacking the United States, 
Figueres has been an outspoken and unequivocal friend of the United States. One 
of his first public declarations after taking office was: ‘‘There is one thing I want 
to make clear: this is going to be a pro-United States Government. That is 
definite.” 

Subsequently Figueres demonstrated his pro-United States faith. On a tour 
through Latin America, where the youth and incipient labor movements look to 
him for leadership, he boldly supported the United States. In Uruguay before a 
student audience prone to be hostile to the United States, and again in Chile before 
a similar group, Pepe Figueres explained the United States and its problems to his 
audiences. On two occasions in Bolivia some 2,000 miners who had been fed a 
hate-the-United States nationalist diet for years, ended up cheering Figueres, 
who had calmly and with great understanding explained to them the United 
States position. Figueres’ fierce prodemocratic position has made him a target 
of the Communists and the small group of vested interests in Latin America. 
On several occasions attempts have been made by hired killers to assassinate him. 

This year, unable to succeed himself in accordance with Costa Rican law, 
Pepe Figueres took every precaution to assure free elections. In an imaginative 
move, he called in a team of United Nations observers so that there could be no 
question of the honesty of the Costa Rican elections. On May 8 he handed the 
reins of government to Mario Echandi, leader of the opposition party. 
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A REVIEW OF THE RELATIONS OF THE UNITED STATES 
AND OTHER AMERICAN REPUBLICS 


THURSDAY, JUNE 12, 1958 


Hovuskr or REPRESENTATIVES, 
COMMITTEE ON ForREIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN APFAIRS, 
Washington, D. C. 

The subcommittee met in room G-3, United States Capitol, at 
10:45 a. m., Hon. Robert C. Byrd (chairman of the subcommittee) 
presiding. 

Mr. Byrp. The subcommittee will be in order. 

This morning the subcommittee is continuing its hearings and the 
subject of today’s session is ‘Communist Propaganda in Latin 
America.” 

We have with us Mr. Frank H. Oram, Assistant Director for Latin 
America, United States Information Agency. 

(Discussion off the record.) 


Mr. Oram, we are very pleased to have you appear before our 
subcommittee and we trust that your remarks will be confined to the 
subject of Communist propaganda, to the extent possible. 

I am delighted to see so many members of the full committee 
present this morning. I think it is indicative of the interest of the 
full committee in the subject that we are pursuing during the hearings 
conducted by the subcommittee. 

Now, Mr. Oram, you may have a prepared statement. If you 
do, you might like to read it. 

You may proceed in any way that you wish. 


STATEMENT OF FRANK H. ORAM, ASSISTANT DIRECTOR (LATIN 
AMERICA), UNITED STATES INFORMATION AGENCY 


Mr. Oram. Thank you very much, Mr. Chairman. I have a 
statement with which I would like to present, in an effort to, in a 
sense, establish a context which will illustrate the point of view that 
we take in the United States Information Agency. 

Mr. Byrp. I think I should point out that the House will go into 
session at 11 o’clock. If we have a quorum call we can temporarily 
suspend until everybody goes down and answers his name and then 
we will come back. 

Mr. Oram. Mr. Chairman, in expressing my appreciation for this 
opportunity to participate in these special hearings, 1 should observe 
that rarely has so much public attention been directed to the question 
of our relationships with Latin America. Those of us who work in this 
area are usually faced with the problem of finding ways to make 
known what is happening in Latin America. And it is a constant 
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preoccupation of Latin American countries that their problems and 
interests do not generate much public response in this country. 

At the moment, the picture is reversed. I think this is a very healthy 
development, especially as inquiry is directed beyond immediate 
events into underlying causes. I should say that the Brazilian initia- 
tive through President Kubitschek is an illustration of that kind of 
inquiry into the basic situation in Latin America. 

We in USIA are again reexamining our program in this area for 
adequacy and effectiveness. It is a matter of concern to us whether 
there are new factors in the Latin American scene which may require 
change of direction or emphasis. We have increased our information 
and cultural activities in this area over recent years and are now further 
intensifying our effort. The importance of students, intellectuals, and 
labor in the development and forward direction of each country in 
Latin America is clearly evident, and we intend to increase our contact 
and cooperation with these groups. In this connection, Mr. Chairman, 
I might note that we already have new projects which are designed to 
increase cooperation with the student groups in several major cities 
of the area. 

My observations on the area situation naturally have te do with 
attitudes and motivations, not with policy as such. As one part 
of. the total United States Government effort, we approach the 
problem from the point of view of known attitudes, pro and con, and 
attempt to clarify misunderstandings or overcome feelings of antago- 
nism, through the use of information and cultural techniques. In 
some cases, these attitudes are a product of long cultural heritage. 
I might illustrate in this fashion: During the long colonial period 
of more than three centuries in Latin America, the typical Latin 
American developed an attitude of suspicion toward outsiders, and 
I believe that this can be described as a continuing trait generally in 
the area. 

Now, other natural attitudes are reflexes to United States actions 
and policies: There is the question of dictatorships, nonintervention, 
coffee, metals, and so forth. 

Still other attitudes are in a sense unnatural. By that, I mean 
they are created or intensified by deliberate agitation for a political 
purpose. In this category, of course, lies the work of Communists, 
ultranationalists and the like, who for a variety of reasons seek to 
impede or break down the long-developing tradition of cooperation 
between this country and the 20 Latin American Republics. 

It is my opinion, may I add, that the petroleum issue, found 
notably in Brazil, is the result of an intense campaign. It has gone 
to lengths far beyond what normally would have been the case had 
there not been over many years a very specific and intense Communist 
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and ultranationalist campaign to make the issue of petroleum a key | 


national issue. 


Another illustration is the creation of the symbol of Yankee im- | 


perialism. I believe that this has been developed through well-man- 
aged campaigns to a level beyond what it would naturally be. 

There are many conditions that could be cited as affecting the 
attitudes in this area. I would mention two conditions which we are 
faced with constantly in our own work. 

First, the United States is cast in the role of “Mr. Big.” It is 
difficult for us to understand how big the United States appears to 
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people in Latin America. Actions that receive minor attention here 
can have great and lasting repercussions throughovt the area. Some 
Latin Americans say, ‘‘When you sneeze, we catch pneumonia.” 

Thus there is extreme interest in everything that we do and what 
we are. This is a subject of prolonged discussion in foreign offices, 
business circles, labor halls, or student clubs. I think it is essential 
that we recognize that this is a natural condition. We have to be 
prepared for sharp reaction when a move by us affects their national 
interests. 

I should like to suggest at this point that it is misleading to consider 
Latin America as an area. If one goes to Haiti, for example, and then 
proceeds directly to Buenos Aires, the contrast, as I am sure the 
committee members know, is truly great. When one discusses the 
area in terms of trade or investment, one discovers the very large 
position occupied by oil, coffee, and several major products. Then 
you look at an individual country—again let us say Haiti, Paraguay, 
or Ecuador—some of the smaller countries—and you discover quite a 
different picture from what you might conclude if you examined only 
on an area basis. 

Second, another basic condition which I think is extremely im- 
portant in any consideration of this area is that Latin America is going 
through a far more profound social revolution than is readily apparent, 
even to the close observer. The political-economic-social strains are 
enormous. Unrest as such frankly does not surprise me. As a matter 
of fact, I am much more impressed that the revolutionary process in 
motion in Latin America actually moves ahead with as little disorder 
as it does. 

I have mentioned elsewhere in my prepared statement the factor of 
population. Some experts estimate that Latin America will have 500 
million people within 42 years. 

Perhaps you noticed an item in the press a day or two ago about 
Venezuela. Malaria is now almost eradicated. That means that 
there are many thousands of people each year who no longer die of this 
disease. In addition, the Latin American has always had a high 
birthrate. The combination of those two factors creates a population 
explosion. 

This mass population, if we wish to use the term, in Latin America 
has traditionally been inert and inarticulate. Incidentally, this is 
why there are many more similarities and many more feelings in 
common among Latin America, Africa, and parts of Asia than one 
might at first planes assume. 

‘These masses of Latin America, inarticulate and untrained in the 
values and techniques of modern society, are now on the move. They 
are responding to an increasingly effective leadership in the form of 
labor unions, student groups, intellectuals, and some political parties. 

The emerging middle class is the vanguard of this mass population 
and is demanding ever more rapid change and improvement. 

It is my belief, based upon examination of many documents and 
many conversations, that there is no country in Latin America today 
that has the capacity to meet this demand, and therefore each govern- 
ment, whether liberal or conservative, is judged on its capacity to 
handle this situation. There are various limiting factors, as for 
example, inflation. When I served in Brazil, the cruzeiro was 20 to 
the dollar and that was considered a terrifically high rate. The 
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cruzeiro is now running 140 to the dollar. I am sure you remember 
the classic example of Bolivia where the boliviano was pegged at 190, 
as I recall, to the dollar, and the open-market rate was somewhere 
around 14,000 to the dollar. 

Now, this drive for change does require leadership and inspiration 
that is constructive in nature. I think we should remember that 
during the 19th century it was our own revolution, or own Declaration 
of Independence, our Constitution, and the fact that we had suc- 
ceeded in establishing a country based on democratic principles that 
inspired Latin America to spend the 19th century gaining its own 
independence. I would suggest a context in this respect: For a great 
variety of reasons, neither Spain nor Portugal participated in what 
is commonly called the industrial revolution of Europe, which went 
on for a period of 4 to 5 centuries. 

During those many centuries in Europe, there were political wars, 
religious wars, tremendous social changes, and this country of ours 
was very directly a product of that long, long process. 

Spain and Portugal, controlling what is now Latin America—as a 
matter of fact, a large portion of what is now the United States— 
had its moment of great power and glory but did not undergo the 
kind of social change that characterized the rest of Western Europe. 
Instead it preserved a status quo, particularly in Latin America, and 
consequently you have the situation of over three centuries of static, 
colonial conditions, until around 1800, when one by one these colonies 
broke away but had no significant background, training, or prepara- 
tions for survival as independent countries. 

Now, in this century, it is very clear that Latin America intends to 
establish its economic independence, as it established its political 
independence in the last century. 

For a politician in Latin America, this is truly an “article of faith.” 
This article of faith means—again I say—independence from out- 
siders. 

Latin America expects a great deal from us. As a matter of fact, 
I am sure that there are many Latin Americans who consciously or un- 
consciously expect us to play the role of scapegoat for the things that 
they should do themselves for themselves. 

I am sure there are many Latin Americans who neither comprehend, 
nor want to comprehend, why this fabulously rich country simply 
does not provide the funds that would go into economic development. 

What the Latin American sees is North Americans in Latin America 
living quite well with very successful business enterprises, and he looks 
at these Americans and wonders when his chance is going to come. 

Now, it is precisely here where communism, I believe, becomes a 
particularly significant factor. I believe communism is only one 
aspect of a much larger problem but in the context of this social 
revolution which is gaining momentum every year, the Communist 
drive can be the crucial aspect in the future direction of the hemisphere, 
or more particularly, in the immediate direction of individual countries. 

It is clear that in simplest terms the ultimate objective of the 
Communists is to split off Latin America from the United States. 
Their primary vehicle is this social revolution which they seek to con- 
trol and assume that they can ride home on it. 

That is why they appear as the champions of change and progress, 
the victors over imperialism and exploitation, claiming the U.S. 58. R. 
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as a symbol of 400 years of change compressed into 40. We are all 
familiar with very appealing slogans developed on this theme. 

The Communists are aided by a fact I have touched upon, namely, 
that this social upsurge often lacks leadership in the form of vigorous, 
democratically oriented political movements. They are also aided, 
of course, by the inability, by the lack of material capacity on the 
part of countries, to fulfill in any appreciable degree the demand frora 
the mass of the population. 

I will not say that this is a general point of view, but I would suggest 
that communism also has another significance for us; it is not uncom- 
mon to come across the idea that what a Latin American country 
needs is a conveniently threatening Communist Party, or Communist 
movement inside the country, because this is a way of drawing the 
attention of the very busy United States to the problems of that 
country. I do not suggest that this is something of general applica- 
tion, but the fact that one can encounter this attitude illustrates a 
side of the Communist proposition different from their own direct 
objectives. 

The Communists have increased their capacity, and I believe it is 
increasing at a very significant rate. When Bulganin made his 
broadcast on January 16, 1956, appealing directly to Latin America 
for expanded diplomatic, economic and cultural relations, that was 
the first time a top Soviet official had addressed himself exclusively 
to Latin America. 

Now, how do they get their message across? 

I have indicated in my prepared statement a few statistics. In 
1955, Communist short-wave broadcasting—this includes the 
U.S.S. R., the European satellites and Communist China—amounted 
to about 51 hours a week. Today it is doubled and, significantly, 14 
hours of the more than 100 hours are from Communist China. 

One can observe on the newsstands throughout Latin America more 
than 100 different titles of Communist publications brought into the 
area for very wide circulation, giveaway as well as sale. In book- 
stores one can find at least 1,000 titles of selected Communist books 
in Spanish, Portuguese, French, or English. In the various cities in 
Latin America, one can read between 250 and 300 Communist and 
pro-Communist newspapers and periodicals. All of these are pro- 
duced in the area, and some 40 of them began in 1957. 

There are many more Russian films coming to the area for so-called 
commercial distribution. One can locate about 40 so-called binational 
centers, or friendship societies, and Mr. Chairman, without seeking 
credit, | interpret this as evidence that they pay attention to what 
this country does. 

Our own binational center technique in this area has been excep- 
tionally successful, and now the Communists are spending considerably 
more effort on this technique. 

In terms of travel, in 1957 the number of people was over 1,700, 
of which 1,400 were Latin Americans going to the Sino-Soviet area. 

Mr. Byrp. Let us suspend and when our names are called, let us 
return. 

Mr. Morano. In case I do not return, I just want to ask you this 
one question: I am interested in the 2: 50 to 300 Communist or pro- 
Communist newspapers. You make that statement. I wonder if 
your could be a little more specific as to the number of actual Com- 
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munist newspapers, and the actual number of pro-Communist 
newspapers? 

And then also, Mr. Oram, would you please provide for the com- 
mittee record the number of anti-Communist newspapers in the area? 

Mr. Oram. Mr. Morano, in the course of the presentation that I 
have here, I will certainly give a balanced picture. May I say 
immediately that almost all of the legitimate press and radio and 
television of Latin America is scams accessible to the ideas that 
this country stands for. 

Mr. Morano. That is what I wanted to get. 

Mr. Oram. In the nature of the presentation, in response to the 
committee’s desires, I have indicated something on the Communist 
side and am proceeding to show other facets of the picture. 

Mr. Morano. Is it in your statement? 

Mr. Oram. You will find it on page 7. Pages 6 and 7. You will 
find, for example, on page 7 the statement: There are the press wire 
services permitting immediate and constant two-way flow of infor- 
mation to all parts of the area. Each country is closely linked by 
air, and ae within the area mounts each year. United States 
films, books and publications of all kinds find their way into Latin 
America in large volume. 

Mr. Morano, You understand what I am interested in. 

Mr. Byrp. Mr. Oram, if you will be patient with us, we will return 
as soon as we answer to our names. 

(A short recess was taken.) 

Mr. Byrp. Mr. Oram, would you please resume the presentation 
of your statement? 

Mr. Oram. Thank you, Mr. Chairman. 

If I may add a point, Mr. Chairman, in response to Mr. Morano’s 
request, we will gather together detailed statistics on newspapers. 
I happen to have illustrative statistics here. There are 1,631 daily 
newspapers in this area, and we work with over 1,100 of these papers 
in terms of providing material for them to print. We will be very 
happy to provide that information 

(The information requested is as follows:) 

Estimates vary as to the total number of newspapers, magazines, and periodi- 
cals published in the 20 Latin American Republics. The Editor and Publisher 
Yearbook, 1958, volume 91, No. 9, lists 875 newspapers in Latin America. A 
recent check by USIS field posts shows 1,631 newspapers of all types plus 1,934 
other periodicals, including magazines, for an area total of 3,565. Many of these 
publications are quite small and limited in influence. 

Available information to date indicates 285 newspapers and other periodicals 
to be Communist or pro-Communist in content. Of this total, 113 publications 
are identifiable as Communist, such as party newspapers, magazines, news bulle- 
tins issued by Soviet bloc diplomatic missions, etc.; 11 of the 113 publications are 
daily newspapers. 

The balance of 172 publications consists of a similar wide range of periodicals 
having in common a characteristic pro-Communist editorial policy and news 
treatment. Classifying any individual publication in this pro-Communist cate- 
gory is, of course, a subjective judgment. The basic criterion for such selection 
is the consistency with which the publication follows the Communist line gener- 
ally or with respect to specific issues. 

More than 90 percent of all known publications in Latin America do not carry 


the Communist line to any degree and can therefore be considered non-Communist 
and in some instances anti-Communist. 


Mr. Oram. I was remarking that travel in 1957 had increased to 
over 1,700 people. About 1,400 of these were Latin Americans going 
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to the bloc countries and about 300 bloc citizens coming into this 
area. Of this total, some 900 Latin Americans attended the Moscow 
Youth Festival. 

These figures may not be a measure of propaganda but I believe 
they illustrate purpose and capacity. I think we must proceed on 
the assumption that the Communist effort in this area will expand. 
Not in propaganda alone but in other ways the Communists are 
competing openly and directly, within the framework of a USSR 
policy designed specifically for Latin America. 

Obviously for both the United States and Latin America, this is a 
matter of concern, one to be resolved by all 21 Republics working 
together. 

In my opinion the question of communism cannot be resolved in 
isolation from the basic question of economic advancement. The 
solution is more than simply banning the party and instituting 
control measures. 

The United States has a long record of cooperation with Latin 
America in political, military, economic and cultural affairs. 
To cite the field of informational activities, the United States effort 
began since World War II and has since continued without interrup- 
tion. This has been a long-range effort to portray the United States 
and what it stands for, to make known its policies and its desire to 
work in close harmony with the other nations of the hemisphere. 
During these years countless ideas have been exchanged or stimulated 
and many thousands of people have studied, lectured, and traveled 
in the area under the sponsorship of both the exchange program and 
through private means. 

If I may, Mr. Chairman, I would like to cite one of the most 
successful activities which is the binational center program. Thus 
far we have helped establish and sustain 72 such organizations in as 
many cities throughout the area, and another 30 to 40 centers are 
being developed. More than 125,000 students are attending English 
classes and learning about this country through lectures, discussion 
groups, and special collections of books located in each center. In 
the light of recent events in the Mediterranean area, it may be of 
interest to note parenthetically that while more than 50 USIS libraries 
have been attacked throughout the world in the past 10 years, no 
attacks have been made against the binational centers in Latin 
America. This, we believe, is due in great part to the fact that these 
centers are cooperative ventures involving the participation of both 
local citizens and resident Americans. I would add the thought here 
that later on I would appreciate the opportunity to discuss in more 
detail the nature and purpose of these binational center organizations. 

A related activity of key importance is book translations. This 
activity last year accounted for 141 titles in over 1,400,000 copies on 

olitical, economic, and cultural subjects, translated into Spanish and 
ortuguese. Numerous titles were brought in pocket-size editions 
priced for students as low as 20 cents a copy. 

Mr. Byrp. May I ask one question there? 

You say 141 titles have been translated into the local languages. 
A moment ago you said that at least 1,000 titles of Communist books 
are readily available in Spanish, Portuguese, French, and English. 

Mr. Oram. That is right. 
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Mr. Byrp. That is a statement showing that, as compared with 
the Communists, we have certainly less than 1 out of every 7 titles 
made available in local languages; is that correct? 

Mr. Oram. Yes, sir; that is correct. 

If you compare the two activities directly, that would be the com- 
parison with respect to this particular year. Our total translation 
program does amount to more than 141 titles. I would also add a 
point which goes back to Mr. Morano’s comment. There are many 
thousands of books in translation through direct private publishing. 

This, may I suggest, Mr. Chairman, is the meaning of the next 
paragraph in my prepared statement, that to judge the USIS program 
or any other phase of the Government operation, one must also look 
at the many and various non-Government means that link the United 
States with Latin America. For example, let us start with the number 
of Americans living in Latin America. According to the figures I have 
here, in 1940 there were around 48,000, at least insofar as records in 
Washington show. In 1947 it had grown to 70,000. In 1957 it was 
over 135,000. Each of these Americans represents, of course, an 
influence and in a sense a type of exchange with Latin America. 

Moreover, there are the United States press wire services permitting 
immediate and constant two-way flow of information to all parts of 
the area. Each country is linked closely by air and travel within the 
area mounts each year. 

Anyone who has visited Mexico City in the tourist season with the 
Greyhound buses coming in direct from New York and California 
sees quite quickly the extent of tourism. 

United States films, books, publications, and other materials of 
all kinds find their way into Latin America in large volume. 

I think it is significant to note that in the last generation students 
looked to Europe; in this generation they are taking degrees in United 
States universities. Also noteworthy is the fact that an increasing 
number of United States students are pursuing studies in Latin 
American universities. 

Mr. Byrp. May I interrupt you again there? 

Mr. Oram. Yes. 

Mr. Byrp. I am interrupting you for the purpose of clarifying my 
question of a moment ago and I do not think I made a very good 
presentation of the question. 

Is the record to show that the Communists have translated last 
year seven times as many titles into the natives languages as have we? 

Mr. Oram. No, sir, that would not be correct. The record should 
show that last year one could buy in bookstores in Latin America 
approximately 1,000 Communist book titles in Spanish, Portugese, 
French, or English. 

Secondly, the record should show that the book translation program 
of the United States Information Agency resulted in the produc- 
tion and publication and sale during fiscal year 1957 of 141 titles in 
over 1,400,000 copies. 

Mr. Byxp. That is seven times as much translation on the basis 
of title, but certainly not on the basis of production. 

Mr. Oram. No, sir. The one figure on the Communist side is 
what existed during 1957, meaning the work of previous years, as 
well as the work of 1957. In that sense, these are not directly 
comparable figures. 
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Mr. Byrp. Now, you have said that the titles that have been 
translated by the USTA sell as low as 20 cents a copy. How does 
that compare with the price of the Communist books? 

Mr. Oram. They are also selling some of their selected titles at 
very low prices. They are also making them available without charge. 

Mr. Byrp. Do we make any available without charge? 

Mr. Oram. Well, sir, this is what we call a presentation program 
which has been discussed pretty widely at times here. We do present 
without charge selected books to selected people. For example, I 
will recount one of my own experiences. 

In December 1956 I was in Guatemala. President Castillo Armas 
asked me to come over to discuss people’s capitalism, a subject which 
had caught his interest. I went over in the company of the Ambas- 
sador and the public affairs officer, for a talk that must have lasted 
perhaps 45 minutes. I took with me several books and brief state- 
ments on economic theory. One of the books I had, President Castillo 
Armas recognized immediately and expressed his appreciation that 
he had been presented with a copy of this book a month or so earlier. 
He had sat up for three nights reading this book in Spanish transla- 
tion, which we had produced in Buenos Aires a year or so earlier. 

We then discussed at great length the proposition of Guatemala’s 
recovery program. He said that he wanted the people’s capitalism 
exhibit which we then had in Bogota, Colombia, to come to Guatemala 
to call attention to his own members of government and business 
community and the public at large, the kind of new thinking 
necessary in Guatemala to achieve economic progress. That is one 
example of how we present a piece of material to a selected person. 

Mr. Byrp. Thank you. 

Mr. Oram. In this area, the term “neighbor” applies, but I would 
observe that neighbors are not obliged to like each other, or work 
together, or even hold to a tradition known as pan-Americanism. At 
this moment there are many in Latin America who reciprocate our 
own desire to work together. We know, too, there are minorities which 
agitate against this country directly and against any spirit of co- 
operation in the hemisphere. There is also a vast gray area of opinion 
which is concerned primarily with fulfilling aspirations for a better 
life now and not tomorrow. Of much less concern to this broad group 
of people are such questions as forms of government, of political 
philosophies, economic theory, or good will. They look for results. 

I would conclude these opening remarks, Mr. Chairman, by saying 
that in my opinion there is every reason for the 21 Republics to grow 
and flourish together. It can be otherwise only by default, either on 
our part or on the part of the Latin Americans. They have the 
challenge of growth, and I personally believe that Latin America is 
capable of the kind of phenomenal growth which is the story of our 
own country here. The United States cannot accomplish this growth 
for them, and I would like to underline that point, but the United 
States can provide the kind of attention and encouragement which 
will lead and inspire. 

Now, Mr. Chairman, I have gathered together examples of the 
attitude in Latin America, examples of Communist propaganda, 
examples of what the United States is doing. I would suggest that 
evaluating the area situation, one must go through many different 
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evidences of many different kinds of attitudes and often contradictions. 
Perhaps I might illustrate this way: 

In Panama there has been a serious, very serious student strike. 
There has also been an effort by the students in Panama to plant the 
Panamanian flag in the United States Canal Zone. Also in Panama, 
by proclamation of the President of that country, there has been a 
Point 4 Week, by which the Panamanian Government demonstrated 
to the Panamanian people the very great results in technical coopera- 
tion with the United States over many, many years. 

This same country of Panama barred the entry of 10 Soviet news- 
papermen who were on tour of the area. The Government decided 
it did not want these Soviet newspapermen visiting Panama. 

Also in Panama, a Panamanian wrote to our office on April 19 last, 
expressing appreciation for a copy of a magazine we had given to him. 
This magazine is entitled “The United States Economy in Action.” 
This gentleman says he is giving a series of lectures at the chambers of 
commerce and industries in Panama, and has discussed modern 
economic theory as it applies to Panama. He detected on the part 
of students in this lecture course an effort to prove that the capitalist 
system is unavoidably doomed to be destroyed, precisely by the effects 
of the economic cycle. The gentleman writing this letter says that 
he was able to answer those questions because of this particular piece 
of material we had given him. Then he went on to express apprecia- 
tion for a book entitled ‘‘The Rise of Modern Communism,” by Prof. 
Massimo Salvadori, as aiding him in demonstrating the purposes and 
methods of communism in this series of lectures. 

Another illustration is in Chile. I have a report here that a gentle- 
man by the name of Bill Haley was to give a rock and roll performance 
in Santiago. For some reason, which is not mentioned here, that 
scheduled performance was canceled. The result of this was that 
teen-agers marched through the center of Santiago shouting slogans 
hostile to the United States, toward the Embassy where they were 
finally dispersed by the police. 

Mr. Morano. Was Haley an American? The Bill Haley that you 
speak of, was he an American performer? 

Mr. Oram. Yes, sir. 

Mr. Morano. Was he on one of these so-called cultural tours that 
we provide? 

Mr. Oram. No, sir. Mr. Morano, may I clarify this way: What I 
am reporting here is the way the incident was reported in a Santiago 
radio broadcast. The identification of the performer and the inci- 
dent is as it was reported by Santiago radio. I cite it, not to testify to 
all the facts of the matter, but rather to illustrate what some people 
in Santiago heard as they listened to their own radio. 

Mr. Morano. You mean then the radio distorted the actual facts 
in order to present the United States performer in a bad light? 

Mr. Oram. I would be happy to check further on that particular 
case to answer that question. I cannot answer the point at the mo- 
ment, but also let me say that in Santiago 

Mr. Byrp. Mr. Oram, I understand that the answer to the ques- 
tions can be given by Mr. Magdanz. 





ee 


A PETRA eA 


eae 2 ers ae 


S$’ 


t] 
S 
y 


a a Oo? OC 


Co & 


aim 


ea = 





wrt 
ist 
“ts 
at 
Ce 
ia- 


1at 


t I 
“zo 
\cil- 
to 
ple 


cts 


lar 


les- 


RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 105 


STATEMENT OF JAMES F. MAGDANZ, DIRECTOR, CULTURAL 
PRESENTATION STAFF, DEPARTMENT OF STATE 


Mr. Maapanz. Bill Haley went entirely on a commercial tour. 
He had no support—actually, we did not know he was going until he 
arrived on the scene. I wanted to establish that he had no connec- 
tion, absolutely none, with any official governmental program. I am 
Director of the Cultural Presentation Staff for the Department of 
State. 

Mr. Byrp. | think it might be well if when someone else answers 
they state their name and their title. 

Might I say that we have with us today, accompanying Mr. Oram, 
Mr. Clive DuVal, General Counsel, USIA; Mr. G. Lewis Schmidt, 
Deputy Assistant Director for Latin America, United States Informa- 
tion Agency; Mr. James F. Magdanz, Director, Cultural Presentation 
Staff, Department of State; Mr. George T. Moody, Acting Director, 
International Educational Exchange Service, Department of State, 
and Mr. Edward Clark, Office of Congressional Relations, Department 
of State. 

Mr. Oram, I certainly do not intend to take advantage of the 
subcommittee, but I would like to ask a question at this point too. 

Mr. Oram. Yes, sir. 

Mr. Byrp. As to the demonstrations by the students, I assume 
they were demonstrations expressing dissatisfaction that the per- 
formance was not to go on as scheduled, or were they demonstrations 
against the original scheduling of the rock-and-roll program? 

Mr. Oram. My interpretation is that they were sorely disappointed 
in not being able to participate in a rock-and-roll performance. 

Mr. Byrp. Then our own Embassy was responsible for—— 

Mr. Oram. No, sir; there was no connection at all. I say again, 
this is simply an illustration of what some teen-agers were doing in 
Santiago, and I was going to counterpoint this with another what 
you might call random illustration of attitudes. 

A magazine in Chile, a leading weekly news magazine, Ercilla, 
queried the four Chilean presidential candidates as to ‘‘What his- 
torical personage do you most admire as a statesman?’’ One presi- 
dential candidate said George Washington. The second said Lincoln. 
The third said Franklin Reosevelt. The fourth said Lincoln and 
Roosevelt. 

Mr. Morano. They are quite bipartisan, I would say. 

Mr. Oram. May I cite several other illustrations? 

In Brazil, Brazil is booming, as you know 

Mr. Byrp. Mr. Oram, I am sorry. I do not understand the pur- 
pose of these illustrations. I would like for the record to show it. 

Mr. Oram. I am citing these illustrations, Mr. Chairman, te show 
that when one looks into the area in detail, one finds a great range of 
attitudes, events, and incidents and my hope was that by citing some 
examples it would illustrate that particular point. 

Mr. Byrp. As creating a fertile field for Communist propaganda? 
That is the subject of our hearings today. I am just trying to relate 
what you are illustrating. 

Mr. Morano. I thought it was the other way around, Mr. Chair- 
man. I thought he was trying to show that there is a fertile field for 
the American ideals and so on to be pursued. 
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Mr. Oram. In my own view, Mr. Chairman, I am trying to show 
that there is a fertile field in Latin America for our ideas, and the 
Communists also find it a fertile field. 

Let us take the case of Guatemala. There have been questions 
raised whether, if there were a visit by an American personage or 
high official, there would be student unrest. . 

I have here a report from Guatemala which states that— 


The National School for Boys, No. 61, in Guatemala City, was designated on 
May 7 as “the Republic of the United States of America School.” 


Mr. Morano. At that point, we have American schools all over 
South America, do we not? 

Mr. Oram, This is a Guatemalan school and not an American 
sponsored school. 

In Mexico we encountered an example of Communist activity in a 
teachers’ congress. This amounted to using a congress of teachers 
where they were to exchange ideas about teaching methods, and so 
forth; it was used by a leader in this conference for 3 days, giving 
lectures on countries behind the Curtain and the progress being made, 
particularly by Communist China. Now, at the same time in Mexico 
City a very well-known Mexican official, well known here in Washing- 
ton, was making a speech, calling upon all people to consider and work 
together to improve and strengthen hemisphere cooperation. 

In Brazil the initiative taken by the Brazilian President has, of 
course, created quite an impact on Brazilian opinion and United States 
action has been very favorably received. 

It might be of interest to the committee to illustrate an opinion 
which has been reprinted in the annals of the Brazilian Federal Senate 
and Chamber of Deputies. This is an editorial from a Rio de Janeiro 
newspaper called Ultima Hora. This newspaper is a very active paper 
which reaches Government employees and the middle class. It sug- 
gests that now in the hemisphere there should be what it calls a “great 
dialog,’’ a public discussion on Latin America as it is today, on the 
United States and its relations with Latin America. Perhaps some 
quotes from this editorial might be of interest. 

Mr. Byrp. Mr. Oram, perhaps the subcommittee would like to have 
the editorial included in the record. 

Mr. Oram. I have only quotes from the editorial. Shail I provide 
what I[ have? 

Mr. Byrp. I think it would be well to do that. 

Mr. Oram. Very good. The point of the editorial is that Brazil 
has reached such a state of political and economic capacity that it is 
no longer dependent on others and can take initiative and act with 
responsibility. 

I think this is significant in a paper which appeals to nationalist 
and leftist sentiment in that country. 

(The translated editorial referred to is as follows:) 


Excerpt From aN EpiroriaAL oF May 26, 1958, 1n Uxttima Hora, a DaliLy 
NEWSPAPER IN Rio bE JANEIRO, BRAZIL 


The ereatest lesson of the painful trip of Nixon lies exactly in the fact that it 
shows that now is the hour for dialog—a free, a nobie, a frank and principally 
«x new dialog between the United States and Latin America. An unprecedented 
dialos which marks, a new epoch, which points out, for the first time in history, 
what is false and what is true in Pan American relations, what is preached and 
what really happens, what exists merely for the rulers and what exists for the 
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people. In this dialog, which has become unpostponable under penalty of total 
deterioration Of American relations, the position of Brazil is singular. Only 
Brazil is at this moment and in this hemisphere in a position to speak to the 
United States in the appropriate language, making itself the spokesman for South 
American peoples and governments before the people and Government of the 
United States. 

We are in a position to carry on this new dialog because, through the effort of 
our people and their political enlightenment, we are able to undertake conversa- 
tions without our hats in hand. We are in a position to carry on this dialog 
because we have reached a stage of economic development in which the accustomed 
forms of external pressure are deprived of force. We are in a position because in 
Brazil there is no climate for a Jimenez and for a Trujillo, because we know what 
we need and want, because we know our road and nothing will move us from our 
road again. 

Among the things which we want and which we need, without doubt, is North 
American friendship, good understanding with its Government—and that is 
equally necessary for the other South American countries. We do not confuse 
the United States with the monopolies—and it is fundamental that the United 
States Government not confuse itself with them. We do not confuse agreements 
and obligations with submission and extortion of profits—and this is what led to 
the episodes from Montevideo to Caracas. If the United States wishes to save 
the friendship of South American peoples, let it prepare itself for this dialog. 
If Brazil desires to preserve the esteem and respect of those countries whose lot 
is-the same as ours, this is the opportunity to begin the dialog and to speak in 
the name of South America as the oldest and most faithful ally of the North 
Americans, the ally which was never lacking in difficult hours, but which does not 
confuse the defense of a climate of understanding with the defense of private 
interests. 

This is the hour, in short, in which Brazilian diplomacy, without practical pur- 
pose since the questions of boundaries were settled, on watch for a mission worthy 
of its traditions, can have a role compatible with the greatness and importance 
of our country. From the obvious and bitter shipwreck which began in Monte- 
video and ended in Caracas, may there be salvaged the opportunity for a dialog 
in which Brazil is in a position to show herself, for the first time, before America 
and the world, as the mature nation which she really is. 





Mr. Fascextu. Mr. Chairman, may | inquire? 

Mr. Byrp. Yes. 

Mr. Fascetu. I would like to ask Mr. Oram this question: Do I 
understand that the sum total evaluation of these instances which are 
either pro or con the United States are a factor in determining what 
the overall relationship is between Latin America and the United 
States? 

Mr. Oram. The examples I have cited are—— 

Mr. Fascetu. I do not mean just the examples you have cited, 
because my question does not go to specifics. It goes to the evalua- 
tion of a sum total of instances happening in 20 countries as being 
reflective of an attitude or relationship between countries. That is 
the question I am asking. 

Mr. Oram. That these examples are reflective? 

Mr. Fascetu. Any examples. Do I understand that your feeling 
is that all of these instances, totaled up and evaluated, have some 
reflection upon the relationship between our two countries? 

Mr. Oram. Yes; I would agree with that; yes. 

Mr. Fascexu. All I am trying to get is your opinion. Where do you 
think, in the scale of factors as between the relationships of countries, 
you would put these instances of which we talk, of which we read, and 
about which we hear? Where, in the scale of priority, would you put 
them in evaluating the relationships between two countries? Would 
you put them at the top of the factors; would you put them at the 
middle; or would you put them at the bottom? 
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Mr. Oram. If you are referring to the incidents that have received 
so much attention, I would suggest 

Mr. Fascety. I am not referring to any specific incident. I am 
just talking about anything. Any incident that happens in any 
Latin American country w here somebody says, “This is good or bad 
for the United States,’’ depending upon the position. 

Mr. Morano. Will the gentleman yield? 

Mr. Fascexu. Yes. 

Mr. Morano. Are you trying to get an answer to a policy question? 
It seems to me you, perhaps, are, and I don’t know whether he is 
qualified to answer. 

Mr. Fasceiy. We are talking about information, as I understand 
it, and informal practices and policies, and what I am trying to arrive 
at, in my own mind, from a professional person, is what value he gives 
these things. In other words, I want to see whether or not Iam giving 
them the right value. 

Frankly, I do not know that I can get too excited when I pick up 
a paper and find a bunch of people are running around in the streets 
and yelling, ‘Down with America.” I don’t know. I would have 
to have more facts, more evidence, before I can say, ‘“This is really 
bad for the United States,” or ‘Relationships with that country have 
deteriorated to the point where there are no relationships.” 

Mr. Oram. I quite agree with you. As a matter of fact 

Mr. Fascrtu. All I am trying to determine is the emphasis or the 
value you put on these things, as a professional, in determining what 
are the relationships between the United States and the country in 
which the incident took place. 

Mr. Oram. As a matter of fact, with the chairman’s permission, 
I have brought up a number of points which did not relate precisely 
to the subject of the meeting as you announced it, Mr. Chairman. My 
purpose in so doing is to demonstrate that there is a wide range of 
factors in the area, and that communism and related agitation is one 
of those factors. An appraisal of the area at this moment is a very 
timely and necessary exercise. In my own view, I believe very 
strongly that the pluses in Latin America outweigh the minuses. 

Mr. Fasceuy. That is what I wanted to get at. 

Mr. Byrp. Now, Mr. Oram, have you completed your preliminary 
statement? The reason I ask is that Mr. O’Hara, who has not asked 
any questions, I am sure, would like to. 

Mr. Fascety. | am sorry. I thought he was through, and that we 
we were just proceeding on an informal basis. 

Mr. Oram. I have completed my statement. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. I have 1 or 2 questions, Mr. Chairman. First, you 
have mentioned a number of newspapers either owned or controlled 
by the Communists. Do you find that, when you give them American 
press releases, they carry the news, or they distort it? 

Mr. Oram. The Communist Party papers carry a great deal of 
United States news, all of it written from a Communist point of view. 

Mr. O’Hara. You do hand out press releases, do you? 

Mr. Oram. Yes, sir; we do. 

Mr. O’Hara. Do you find, in the papers controlled by the Com- 
munists or that are suspect of being under Communist control, that 
they distort to a greater extent than the other newspapers? 
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Mr. Oram. The material that we hand out? 

Mr. O’Hara. Yes. 

Mr. Oram. Sir, our material is available to any newspaper. The 
Communist newspapers use materials from their own sources. They 
have not used our materials directly, though they can get them if 
they wish. They certainly do distort news which they receive from 
many different sources, including radio Moscow daily broadcasts, 
which presumably gives them a useful party line. 

Mr. O'Hara. Have you found any instances in South America 
where the Russians have sought to bribe working newspapermen? 

Mr. Oram. That technique is a familiar one. There are various 
ways of achieving a payoff. It might be a trip somewhere. It could 
be money, yes. 

I should ‘point out at this juncture that the Information Agency is 
an operational arm of the Government which endeavors to get ideas 
about this country and its policies and what it stands for, into 
circulation. 

I cannot speak with authority on Communist penetration as such. 

Mr. O’Hara. I am very much interested in the educational program 
and the exchange program. 

How many American professors have we in Latin America in the 
universities? 

Mr. Oram. In the professor and teacher category, 125 this year. 

Mr. O’Hara. How were they selected? 

Mr. Oram. I can speak generally to this point, sir. If you would 
like to look into any particular example, as you know, the State 
Department operates the program within this country but I would 
summarize the process as follows: In the field, the Public Affairs 
Offices, which include cultural attachés, press attachés, and so forth, 
are in touch with many universities and schools. 

Mr. O’Hara. How are they in touch with them? Do you know? 

Mr. Oram. Yes, sir, I do. I know in quite ¢ a bit of detail how 
they are in touch with schools and universities, not simply from field 
reports but from the projects that are carried out and in certain 
cases from personal observation. 

Now, the selection of a professor, a United States professor to go 
to Latin America, usually begins with a discussion between a field 
officer and the university, and it is discovered that the university is 
desirous of having perha) s a professor of journalism to come and 
give some lectures. Usually the demand for professors of journalism 
or American literature, history, or whatever the subject might be— 
economics, political science—is ‘far greater than can be satisfied. So 
there is a screening process in the field. 

Mr. O'Hara. If they want someone to teach journalism i in a South 
American university, how do they select that professor? Who does it? 

Mr. Oram. The field—meaning the mission or the embassy which 
includes the Public Affairs staff, submits a project proposal. 

Mr. O’Hara. That goes where? 

Mr. Oram. That comes into Washington and goes into the Ex- 
change of Persons Division of the Department of State for action. 
We, in USIA are of course familiar with i and follow it, too. 

At that point 

Mr. O’Hara. But you have no part in the selection, do you? 

Mr. Oram. We, as USIA? 
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Mr. O’Hara. Yes. 

Mr. Oram. No, sir; the action responsibility is vested in the State 
Department. There is consultation between the two organizations. 
I would like to say that the operation, whether sending people south- 
bound or bringing people up here, over the years has been tremendously 
successful. 

Mr. O’Hara. I appreciate your appraisal, but I want to get the 
facts of how this is done. 

Mr. Oram. At the point of agreeing to the project proposal here, 
meaning that the Exchange of Persons Division considers it to be a 
desirable project, that Division then looks into the question of fale 
ibility. Is there a professor of journalism who speaks Spanish and 
can go to university X at a particular time? 

When you look for professors of journalism who can speak Spanish 
or Portuguese and who are available at a certain time to meet certain 
project needs, the field gets very limited at times. However, if it 
turns out to be feasible, then the several candidates are examined as 
to background, as to suitability, and finally a selection is made here. 

Mr. O’Hara. Who does that examination into background? 

Mr. Oram. May I suggest, Mr. Chairman, that for a specific state- 
ment on this, that Mr. Moody of the E xchange of Persons — 

Mr. O’Hara. I am partic ularly interested in this, because I have 
been-trying for a long time to get some information. The State De- 
partment says they have some responsibility but they don’t exercise it. 
They are supposed to give a report on this education program to 
Congress every year. The law requires that. The most recent one is 
for the year 1956. It was issued late in 1957 to meet the requirement. 
It gives practically no information. It says ‘Here is a complete 
financial statement’ and on the back are some generalities. 

Mr. Morano. Mr. O’Hara, may I add to the question you are ask- 
ing: I would like to know if there is a security check made on that 
person by the responsible party. I just want to add that to the ques- 
tion you are asking about how it is done. 

Mr. O’Hara. This is a program in which the American people are 
keenly interested and it should not be run behind closed doors. I have 
had many complaints even of correspondence on perfectly proper 
subjects neglected and unanswered, which is the sort of thing that 
doesn’t happen in congressional offices. I am trying to find out the 
reason for this. Is there lack of funds? Is no one responsible? 

Mr. Oram. The questions you raise could best be answered by 
Mr. Moody who is representing the Educational Exchange Division. 

Mr. Byrp. Mr. O’Hara, you have asked some very pertinent 
questions and the man in charge of this whole operation as I see it 
is Mr. George T. Moody, and I assume he is prepared to answer the 
questions. 





STATEMENT OF GEORGE T. MOODY, ACTING DIRECTOR, INTER- 


NATIONAL EDUCATIONAL EXCHANGE SERVICE, DEPARTMENT 
OF STATE 


Mr. Moony. I must say I am a little disturbed about what you 
have said about unanswered correspondence and so forth. 

Mr. O’Hara. I am more than a little disturbed. Here is one of 
the most promising programs we have, and I cannot understand 
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why the American people are not informed on every phase of its 
administration. There were American professors and students at 
the university in South America where the Vice President was 
attacked. The American people were interested in this fact because 
these American professors and students might have been in position 
to shed some light on what happened, but their very existence at that 
university was kept hush-hush until this subcommittee brought it out. 
The idea seems to be to keep the American public uninformed. 

Mr. Moopy. May I say if you will give me the specifics on these 
things, if you will furnish them to me “T will look into this, and see 
what has happened. 

Mr. O’Hara. What schools did the professors now in Latin America 
come from? Who recommended them? ‘Tell us how long they have 
been there. 

Mr. Moopy. I will be glad to furnish that, sir. 

Mr. O’Hara. And what is the manner of their selection? 

Mr. Moopy. I can tell you about that now. 

Mr. Oram has told how this works to the point where a request comes 
to Washington for a professor in a particular field. At this point, 
this request is relayed by us to an organization, here, which is com- 
posed of representatives of four of the most important educational 
organizations in the United States 

T he name of this organization is the Conference Board of Associated 
Research Councils. It has its headquarters—the mailing address is 
2100 Constitution Avenue—here in Washington. 

The Conf rence Board has committees of specialists, professors in 
each of the ficlds of learning, who sit and examine the applications of 
persons in their fields. For example, if the request is for a professor 
of journalism, they have a committee composed of eminent professors 
in the field of journalism from representative colleges in the United 
States. 

This committee examines the qualifications, the personality traits, 
and other factors involved in the selection of a well-suited candidate 
and they then recommend the candidate or candidates they consider 
to be best qualified to be sent to the country asking for a professor of 
journalism. 

Mr. O’Hara. How many are in this group? 

Mr. Moopy. The groups vary. They are small groups. I cannot 
offhand give you a figure which I am sure is accurate as an average, 
but I would say it is in the neighberhood of half a dozen people on 
each of these committees. 

With regard to the security check, a security check is completed 
on every candidate before his name is finally recommended to the 
field, to the overseas post. 

Mr. O’Hara. It is a fact, is it not, that the selection of these 
professors is not on a nationally representative basis, that the majority 
of them come from certain parts of the country? 

Mr. Moopy. No, sir; I don’t think that that is the fact. From 
the standpoint of the distribution of educational institutions in the 
country, population factors and so on, I think we have a good geo- 
graphical distribution, viewed from that point of view. 

Mr. Oram has reminded me of another consideration. That is the 
question of who speaks Spanish, or who speaks Portuguese. ‘This is 
a limiting factor in selection and sometimes we are very hard pushed 
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to find eminently qualified people who can lecture in Spanish, overseas. 

Now, the laws of chance may mean that you have more of them 
from the State of Massachusetts than from the State of Oregon, but 
it might mean also that in the next year you would have more from 
the State of Oregon than from the State of Massachusetts. 

Mr. O’Hara. One of the members of the Foreign Affairs Com- 
mittee, conservative and level headed, said that one had to come 
from the Ivy Leegue. 

Mr. Moopy. We submit in our annual report on the Fulbright 
program a list of the names and addresses of all persons awarded 
grants during each calendar year. 

Mr. O’Hara. Did you read the last annual report? 

Mr. Moopy. Yes, sir. 

Mr. O’Hara. And you saw the financial statement at the end. 

Mr. Moopy. I amsure I did. 

Mr. O’Hara. I mean the last page. You will find very little 
information there, yet it is all we are given. Congressman Rooney 
did learn at the hearings of his Appropriations Subcommittee that we 
have three American professors at the American University in 
Lebanon, which is supported by funds from foundations. This ac- 
counted, as I remember the figure, for about $26,000. That is the 
only breakdown I have been able to find. W hy were the three 
professors in Lebanon selected? 

Mr. Moopy. In the case of the University of Beirut, we are follow- 
ing the recommendations of our political bureaus, in this case, the 
political bureau for the near-eastern area. The fact of the matter is 
that the University of Beirut has not been in as enviable a financial 
position in the last few years as it was formerly and I think that the 
prewar condition of the university tends to linger somewhat in 
people’s minds but the university has been rather hard pushed in recent 
years financially. 

There are very large numbers of students from all of the Arab 
countries, from all the countries of the near east, attending the Ameri- 
can University in Beirut. 

Mr. O’Hara. It is a great school. 

Mr. Moopy. It is a great school and a very influential school, and 
we feel within our very limited means we should do all we can to assist 
that university in its very worthy work. 

Mr. O’Hara. I quite agree with you. I think it is doing a tre- 
mendous job. But it is a university that always has been supported 
by private funds, first as a church missionary school, then by American 
foundations. 

What I am interested in is this: How were the educators sent. to this 
foundation-supported university under your program selected? Who 
selected them? Are they all from the same section? 

(In a letter dated June 19, 19! 58, from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations to Hon. 
Robert C. Byrd, chairman of the Subcommittee on Inter-American 
Affairs, the following information was furnished :) 

In connection with Mr. O’Hara’s question regarding three American professors 
sent to the American University at Beirut under the Department’s international 
educational exchange program, you may wish to know that they were selected by 
the Department on the recommendation of the Conference Board of Associated 
Research Councils. The three professors who received these grants and spent 
9 months each at the University were: Brooks Otis, Hobart College, Geneva, 
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New York, whose stipend was $5,355; George B. Cressey, Syracuse University; 
and me H. Buchrig, Indiana University, each of whom received a stipend of 
$7,470. 

Mr. Morano. Will the gentleman yield? 

Mr. O’Hara. I will be glad to yield. 

Mr. Morano. You wouldn’t feel too offended if the three of them 
came from the State of Connecticut, would you? 

Mr. O’Hara. If they are like my distinguished and beloved friend 
from Connecticut, affection would prompt me to give them a pass 
but reason would still persuade me it would be better to have them 
geographically scattered. 

Mr. Morano. Thanks very much, Mr. O’Hara. I would like to 
ask one question and then I have to leave. 

Mr. O’Hara. I will conclude with this because I have taken alto- 
gether too much time. My thought is that in our quest for warmer 
cordiality and understanding with our hemispheric friends we should 
examine closely into the operation of our educational and exchange 

rogram. Perhaps if its administration was more on democratic 
iooe, and more open to public gaze the results would be greater. 

Mr. Byrp. You will have another chance in a minute, if you would 
like to explore this further. And might I ask if you would repeat the 
information that you want submitted to the subcommittee? I am 
not sure that it has been made a matter of record, here. 

Mr. Morano. It has been made a matter of record. He took it 
down. 

Mr. Byrp. Mr. O’Hara had his back turned at the time, and the 
reporter was complaining about hearing it. 

Mr. Moopy. Mr. Chairman, I have here a list of United States 

rofessor grantees and the universities from which they come in the 
United States for the 1957 fiscal year. I would be glad to furnish 
such a list, if you like, sir, or 1 would be glad to show you this list now 
or to simply read the places in the order from which they come. 

Mr. O’Hara. Mr. Chairman, I would suggest the witness can put 
that in the record, and also the salaries paid in each instance. 

Mr. Moopy. We would be glad to furnish that. 

Mr. Byrp. If there is no objection, that material will be included 
in the record. 

(The information requested is as follows:) 
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United States professors at universities in Latin American Republics under the 
International Educational Exchange Program of the Department of State, 1957 


fiscal year 


Name United States institution 
John B. Knox 
Olin T. 
Frederick B. Marbut 


University of Tennessee, 
Knoxville. 
Mississippi Southern Col- 
lege, Hattiesburg. 
Pennsylvania State Uni- 
versity, University 
Park. 
DePaul University, Chi- 
cago, Ill. 
| University of Maryland, 
College Park. 
Agricultural and Mechan- 
ical College of Texas, 
| College Station. 
Ball State Teachers Col- 
| lege, Muncie, Ind. 
Wisconsin State College, 
Whitewater. 
Michigan State Univer- 
| sity, East Lansing. 
Georgetown University, 
Washington, D.C. 
| State Teachers College, 
Worcester, Mass. 


PE dina cescascaene 


James E. McKeown. -_. 
Alfred O. Aldridge_-__-.- 


Aurelius Morgner_...-..-.-- 


Joseph N. Satterwhite 
Kathryn E, Utz 
Carroll J. Hawkins 
Philip H. Smith, Jr 


Marvin D. Bernstein_----__- 


| 
| 


Lucile Derrick University of Illinois, Chi- 


cago. 


Emilio L. Guerra 
Eugene W. Moushey-.--_--.- 


Reed M, Powell 
William K. Schurig 
Harlie Smith 


University of New York-- 
Wisconsin State College, 
Oshkosh. 
University of Oklahoma, 
| Norman. 
Polytechnic Institute of 
Brooklyn, N. Y. 
Christian University, Ft. 
Worth, Tex. 
San Diego State College, | 
California. 
University of California, 
Davis. 
Harvard University, | 
Cambridge, Mass. | 
Ohio State University, | 
| Columbus. 
Emory University, 
Georgia. 
California Institute of | 
Technology, Pasadena. | 
| University of Michigan, | 
Ann Arbor. 
Colgate U ee | 
Hamilton, 





Mary J. Jennings--..-....... 
Joseph A. Baird, Jr 

Garrett Birkhoff 

Robert S. Hartman..-- 
Frank Lanni_......... iis cate 
Tom Lauritsen 

Herbert G. Meikle 

Leo L. Rockwell 


T. Lynn Smith 


Alfred Tarski 


University a ¥ Florida, 
Gainesville. 
University of California, 
Berkeley. 
Harvard U niversity, | | 
Cambridge, Mass. 
Weatherford College, 
Texas. 
Wisconsin State College, 
Whitewater. | 
Wayne State University, | 
Detroit, Mich. 
University of 
Florida. 
Duke University, 
| ham, N.C. 
Oak Ridge 
Tennessee. 
Pittsfield, Mass-__-- an 
University of Arkansas_-- 
Texas Technological Col- 
lege. } 
Columbia University, 
New York. 


See footnotes at end of table, p. 115 


Carle C. Zimmerman. .-.-.-..- 
Ann K. Harrington 

Dorothy D. Bailey 

Edward J. Heubel 

Harry Stark.......... 


John M. Fein 


Miami, 
Dur- | 


Joseph C. Gundlach Laboratory, | 
Frank 8S. MacShane.-. 
David C. Pulley 


David M. Vigness. - 


ee eee 


Institution abroad 


University of Buenos 
Aires, Argentina. 
University of San Andres, 


University of San Simon, 
Bolivia. 

University of Brazil, Rio 
de Janeiro. 

University of Sao Paulo, 
Brazil. 


University of Bahia, 
Brazil. 

University of Recife, 
Brazil. 


University of the Andes, | 


Colombia. 


Central 
University 
quil, 
sity of Panama. 

Central University 
University of Guaya- 
quil, Ecuador. 


of 


do i 
University ‘of El Salvador- 


University of San Carlos, 
Guatemala. 


Superior Normal School, 
Haiti. 


University of Honduras. -- 


National 


University of 
Mexico. 


National Polytechnic in- | 


stitute, Mexico. 
National University 
Mexico. 
Technical Institute of 
Monterrey, Mexico. 
University of Guadalajara, 
Mexico. 
National 


University 
Mexico. 


| 
| University of Asuncion, 


Paraguay. 
University 
Argentina. 


of Cordoba, 


University of Buenos | 
i 


Aires, Argentina. 


cscaial 


Catholic University, 
tiago, Chile. 

University of Chile, 
tiago. 


San- 


University and 
Guaya- | 
Ecuador; Univer- 


and | 





of | 


of 


San- 


Length 
of grant | Stipend 
(months) 


3, 980 


3, 500 





1, 540 
7, 260 


1, 540 
6, 000 
4, 800 

770 
1, 540 
3, 080 
3, 900 
4, 484 
4, 417 





4, 733 
9, 038 
4,805 
4, 349 
5, 198 
1 6, 939 


16, 186 
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United States professors at universities in Latin American Republics under the In- 


ternational Educational Exchange Program of the Department of State, 1957 fiscal 
year—Continued 











} Length 
Name | United States institution Institution abroad of grant |Stipend 
| \(months) 
Louis P. Munan.-..........-- | George Washington Uni- | Univ mena of San Marcos, | 6 4, 484 
| wae Washington, Peru 
Cc 
David H. Kelley............. Harvard University, |----- i icstitssitincsnisinstsnctiigidam 9 4, 000 
Massachusetts. | 
Gabriel W. Lasker_.......--- Wayne State University, |_---- ie | 9 6, 200 
| Detroit, Mich. | 
Beets GUM? . . ccccncacdécans | Formerly with Columbia |--.-- GR chaditaveduadddsiins | 9 5, 158 
University, New York. 
Dwight T. Wallace..........| University of California, |... LAs. Se shend 9 4, 500 
Berkeley. 
Nelson L. Bossing............| University of Minnesota..| University of Chile, San- 9 18, 305 
| tiago. | 
Guy A. Cardwell. -...-....-..- Washington University, | National Universities of | 334, 3,395 
|} St. Louis, Mo, Buenos Aires, La Plata, | 
| the Littoral, and Cor- | 
| doba, Argentina. 
Gilbert Stork....._..- wiatainiclilatsh | Columbia University, | University of Mexico..._-- 2 1, 540 
| New York. | 
Carl N. Rosenquist._......-- University of Texas__...-- | National University of | 2 1, 540 
Mexico. 





1 Indicates dollar equivalent of stipend paid in foreign currency computed at the open market rate of 
exchange, 


Mr. Morano. I wish to compliment Mr. Oram for his presentation. 
I believe he has a good grasp of the situation in the area. 

Mr. Oram. Thank you. 

Mr. Morano. There was information that before Vice President 
Nixon went on his trip, there was a shortwave broadcast made from 
Moscow to Latin America—to Latin America areas where there was 
a prearranged knowledge of this shortwave broadcast, and that it 
was received—it was a shortwave broadcast that was supposed to 
have carried instructions, or giving instructions to these leaders of 
the students and so on to do what they did, in embarrassing Vice 
President Nixon. 

Do you know anything about that? 

Mr. Oram. I was just recalling the testimony, Mr. Morano, of 
Deputy Under Secretary of State Robert Murphy. I don’t recall 
that particular point. Now, I do find this in his testimony, page 5 
of the printed testimony that “On May 15, according to FBIS, 
Radio. Moscow began——— 

Mr. Morano. FBIS? 

Mr. Oram. That is the Foreign Broadcast Information Service. 


That Radio Moscow began in earnest to exploit the anti-American incidents 
during the Nixon tour— 


I am quoting from Mr. Murphy’s testimony: 


However, Radio Moscow directed no commentaries at Latin America audiences, 
the target of most of Moscow’s comments, prior to the Caracas events. In these 
latest efforts Moscow is attempting to exploit the incidents to foster and tie 
Americanism in other areas of the world. 

Mr. Morano. Here is what I am getting at: Previous to his trip 
and long before the trip made by the Vice President there was supposed 
to have been youth-student conferences which had the guidance of 
Moscow-trained agents, and that there was a preconceived “plan which 
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was to be put into effect and implemented when they were to hear 
a short-wave broadcast instruction from Moscow. 

Now, do you know whether any such thing ever happened? 

Mr. Oram. No, sir, I cannot specifically speak to that point, as to 
whether or not such a broadcast was made. 

I am again quoting Mr. Murphy: 

On April 22, prior to the departure of the Vice President, a report was received 
that there might be demonstrations at the University of Caracas. 

Mr. Morano. Now, that is very vague. Where did that report 
come from? 

Mr. Oram. I cannot speak beyond Mr. Murphy’s testimony here, 
and I believe vou would have to address your inquiry 

Mr. Morano. Is there some way you can develop an answer to 
that question? If so, | would appreciate it if it can be furnished in 
the record. 

Mr. Byrp. These are questions, Mr. Morano, which might very 
well be asked when Mr. Allen Dulles comes before this subcommittee. 
I don’t think I have announced his coming and perhaps I should, so 
that you will know: he will be before this subcommittee 10:30, 
next Wednesday, June 18. 





STATEMENT BY CLIVE DuVAL II, GENERAL COUNSEL, UNITED 
STATES INFORMATION AGENCY 


Mr. DuVau. We do have an Office of Research and Intelligence 
which can give us something on this. 

Mr. Morano. | would like to have it for the record. 

(The information requested is as follows:) 


STATEMENT OF THE UNITED STATES INFORMATION AGENCY REGARDING RapIo 
Moscow BROADCASTS ON THE TRIP OF Vick PRESIDENT NIXON TO SOUTH 
AMERICA 


As carried in the Washington Star of May 16, 1958, the David Lawrence column 
discussed the Nixon trip to South America and commented on a radio broadcast 
by Daniel Schorr of CBS Washington the night before the Vice President’s return 
to Washington on May 15. 

Mr. Schorr had reported Radio Moscow broadeasts to Latin America about the 
Nixon trip and was quoted in the Lawrence column as concluding that ‘‘No one 
listening to the voice of Moscow could have failed to know what the Kremlin 
was hoping to see.’”’ Supporting this viewpoint, Mr. Lawrence observed that 
“The Moscow government has several thousand Community Party members in 
each of the Latin American countries, and the broadcasts from Moscow contained 
the instructions to them to stir up animosities and even violence.”’ 

The Lawrence column referred to is quoted below. Also quoted are three Radio 
Moscow broadcasts which were the subject of Mr. Schorr’s radio commentary, 
as follows: (1) April 27 Sergeyev commentary in Spanish to South America; 
(2) April 30 Borisev commentary in Portuguese to Brazil; (3) May 10 Andrianov 
commentary in Spanish to Latin America (summary only). 

In response to Representative Morano’s question of whether, before the Vice 
President left on his trip, there was a broadcast which gave instructions or guidance 
to put into motion a preconceived plan of action against the Nixon trip: 

(1) The April 27 broadcast by Radio Moscow occurred on the day that the 
Vice President left Washington for Montevideo. 

(2) The broadcast did not specifically call for demonstration, agitation, or 
violence. It was, however, clearly provocative, designed to arouse anti-United 
States feeling and to discredit the Nixon trip. Cleverly mixing facts with distor- 
tion and using out-of-context quotations from the United States press, the broad- 
cast conveyed the familiar party line of hostility to the United States with sharp 
focus on Vice President Nixon as a symbol. 
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(3) Subsequent broadcasts conveyed an obvious and growing satisfaction as 
the trip progressed through the several countries, such as labeling the visit to 
Lima a “veritable scandal.” 

(4) No evidence is available to this Agency that the April 27 broadcast played 
a unique role in triggering demonstrations against the Nixon trip. Conceivably, 
such could have been the case. Insofar as overt propaganda action is concerned, 
it stated the public Moscow line at a time when there was already a strong upsurge 


in criticism of the United States, from both Communist and non-Communist 
sources. 


1. David Lawrence column (full text), as carried in the Washington Star, 
May 16, 1958: 


On CritTicizING THE Nrxon Trip 
AFFRONT TO FRIENDLY NATIONS SEEN IF VISIT HAD BEEN CANCELED 


Patriotism may be dormant at times, but partisanship never. Thus the 
wholehearted welcome given to Vice President Nixon and the demonstration of 
confidence by President Eisenhower and by members of both parties in Congress 
at the airport on his arrival here were marred later by a brief debate in the House 
of Representatives when a few partisans applauded criticism of the State Depart- 
ment for letting Mr. Nixon go to Latin America in the first place. 

The United States Government, it was argued in effect, should have yielded to 
the threats of terror and canceled the visit. 

Only a few months ago, on the other hand, there was a lot of talk in Congress 
about “freedom to travel,’”’ and the State Department was denounced because 
it didn’t want American newsmen to take risks inside Red China, whose regime 
is not recognized by the United States. But now the argument has been switched 
around. It appears that ‘freedom to travel’ should not be exercised by the high 
officials of the American Government in friendly countries to which diplomatic 
recognition has been given. 

What a cowardly thing it would be for the United States Government to refuse 
to go ahead with a trip previously announced and to give as the reason that it 
couldn’t expect—from friendly governments—protection or security for a visiting 
delegation! 

Not only would the governments of Latin America have been offended but they 
would have winced under the charge that they couldn’t protect the distinguished 
visitors they themselves had invited. 

As for the Communist rulers in Moscow, this would have been grist for their 
mill. They would have been delighted to read that they had intimidated the 
United States Government. This would have been a propaganda success of 
transcendent proportions. 

Indeed, instead of standing up for the Government of the United States, the 
word now is that some Members of Congress want an investigation to be under- 
taken to find out what the administration knew of the possibility of outbreaks in 
Latin America, as if there is blame to be imposed here, Unfortunately, the 
Communists in Moscow don’t tell the Central Intelligence Agency or the Depart- 
ment of State the details of the plans they intend to pursue in attempting to stir 
up disorders in countries with which the United States is at peace. 

It is important, however, to note that the Communists did openly attempt to 
bestir their followers in Latin America to make trouble for Mr. Nixon on the trip. 
Here is what Daniel Schorr of the Columbia Broadcasting System, formerly 
Moscow correspondent but now in Washington, said over the radio at midnight 
on the eve of Mr. Nixon’s return: 

“Any Communist sympathizer in Latin America, listening to Moscow radio 
for the past 2 weeks, would know that it was important to the Kremlin that 
Nixon’s tour be turned into an anti-United States demonstration. 

“On April 27—the day Nixon left Washington—Moscow beamed a broadcast 
in Spanish to South America, predicting that Nixon would hear grave complaints 
on his tour, complaints about United States attempts to shift its recession to the 
backs of Latin Americans, complaints about what Moscow called insolent Ameri- 
can interference in Latin American affairs. The purpose of Nixon’s trip, said 
Moscow, was to exert pressure, and Latin Americans wanted no such visitors. 

“From the start of the tour, Moscow radio devoted considerable air time to 
Nixon, constantly stressing that he was being poorly received. On April 30 
in Portuguese, for Brazil—Moscow said Nixon had been cooly received in 
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Uruguay, and reported a movement against him rising in Peru, Chile, Colombia 
and Venezuela. 

“In Russian and English broadcasts for Europe, Moscow radio reported Nixon 
meeting difficulties—this before the first demonstration against him. * * * On 
May 10 Moscow radio reported with great satisfaction that in Montevideo, 
Buenos Aires, La Paz, and Asuncion, Nixon had the experience—and I quote— 
of experiencing personally the violent exhibition of hatred of the people for 
Washington’s policies. 

“Then, in Spanish, Moscow gloated about the student demonstration against 
Nixon in Lima, said the visit to Peru had turned into a veritable scandal. No 
one listening to the voice of Moscow could have failed to know what the Kremlin 
was hoping to see.”’ 

Then, on May 13 and 14, the climax came in Venezuela. The Moscow gov- 
ernment has several thousand Communist Party members in each of the Latin 
American countries, and the broadeasts from Moscow contain the instructions to 
them to stir up animosities and even violence. 

The appeasers in Congress will find that the Soviets will interpret any retreat 
by the United States in the Nixon affairs as a great victory for international 
communism, 


2. April 27 Sergeyev commentary (full text), Radio Moscow in Spanish for 
South America: 
Nixon To Facs Many PROBLEMS ON TouR 


United States Vice President Nixon is once again getting ready to tour Latin 
America. The route will be a familiar one. You see, in recent years the State 
Department has often sent Nixon off to Latin America, especially since relations 
between the Latin Americans and their northern neighbors have showed signs of 
deterioration, and anti-American feeling has been growing south of the border. 

You will recall that Nixon went on a tour of Latin America at the time of the 
United States intervention in Guatemala, trying to calm public opinion. He 
undertook another tour on the eve of the economic conference in Buenos Aires 
to persuade the Latin Americans to withdraw their demands. Now he is to make 
another trip taking with him definite instructions from the State Department. 

The press warns that this will be one of the most difficult of the missions 
entrusted to the United States Vice President. Indeed, the sitvation in Latin 
America is causing deep anxiety in the White House. ‘Nixon is going to visit 
our southern neighbors,” says the New York World Telegram and Sun, ‘‘at a 
time when Chile is fuming over the tariff increase on copper and Peru is heavily 
taxing United States businessmen, and when many countries are echoing the 
protests raised against United States trade policy.” 

Bolivia, Venezuela, Brazil, and Mexico are not hiding their discontent over 
the harm done to them by the recession in the United States. Nixon is getting 
ready for his tour at a time when important changes toward more democracy 
have taken place in many Latin American countries and pro-United States gov- 
ernments have been overthrown. Characteristic of this are the changes which 
have occurred in Venezuela, Argentina, and Colombia. 

As is clear from the United States press, recent events in Latin America have 
shown how unpopular and odious United States policy is. That is why, as the 
New York papers point out, Nixon will hear grave complaints—some of them 
of long standing, but others new and quite alarming. That is the state of affairs 
existing in Latin America on the eve of Vice President Nixon’s tour. 

What is the assignment Nixon received from the State Department for his 
Latin American tour? First of all, according to the Washington press, he will 
be required to soothe the Latin Americans with fresh gifts and promises. But, 
besides offers and promises, Nixon will rely mainly on that well tried standby 
abont “the Communist threat.” 

The United States propaganda machine has already begun preparing the ground 
for Nixon’s trip. Rubottom, Dulles’ Assistant Secretary for Latin American 
Affairs, has dug up the familiar ‘‘red peril” in a report to a House committee. 
He was followed in the campaign by United States Ambassadors accredited to 
the Latin American Republics. Thus, United States Ambassador to Mexico 
Robert Hill made a speech in a Mexican club accusing the Communists of causing 
a deterioration in United States relations with Latin America. Similar absurdi- 
ties are being put about by the United States press and official representatives 
in Latin America. 
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It is not necessary to furnish special proof that the United States Government 
itself and its economic and trade policies are to blame for the deterioration in 
United States relations with Latin America. It is enough to reeall how the 
United States has passed on to Latin American backs the weight of the United 
States recession—United States dumping designed to knock the bottom out of 
prices for Latin American products, United States arming of Latin American 
dictators, and the insolence with which the United States interferes in the domes- 
tic affairs of Latin America. The Latin American peoples want progress, better 
living standards, and receive with pleasure those visitors who bring messages of 
peace, friendship, and cooperation instead of instructions to exert pressure. 





3. April 30 Borisev commentary (full text) Radio Moscow in Portuguese for 
Brazil: 
Nrxon Recetvep ‘‘Coony’’ In MontTEvVIDEO 


United States Vice President Nixon arrived in Montevideo on April 29 to pay 
an Official visit. Montevideo is the first stage of an 18-day excursion to be carried 
out by Nixon in which he intends to visit 7 or 8 Latin American countries. 
Nixon’s tour includes meetings with trade union leaders, visits to industrial enter- 
prises, talks with workers and students, visits to banks and various commercial 
and industrial associations. 

What is the object of this excursion? Officially the United States State Depart- 
ment has announced that its aim is to take part in the ceremonies of the installa- 
tion of Sr. Arturo Frondizi, the President-elect of Argentina, which is to take 
place tomorrow, as wel! as to strengthen the friendly relations with South 
America. Such is the official version. The real reason behind the elaborate 
reparation of this trip, so New York World-Telegram and Sun, the voice of 
United States business circles, pointed out recently, is an attempt to save United 
States prestige in Latin America, a prestige which has been declining to an amazing 
degree in recent times. Some startling events took place in Latin America on the 
eve of Nixon’s tour. An anti-American mass demonstration took place in 
Bolivia. President Ibanez of Chile refused to carry out an official visit to the 
United States in protest against United States tariff policy. In Peru, Chile, 
Colombia, Venezuela and several other countries there is a powerful upsurge of 
the strike movement and this has an open anti-imperialist character. Latin 
American trade circles are demanding with ever-increasing insistence the abandon- 
ment of the traditional policy of relying entirely on the United States in foreign 
commerce and the finding of new markets for Latin American goods. 

Nixon was received very cooly in Montevideo. He was forced to cancel a meet- 
ing with the Montevideo students federation as this body expressed itself against 
his visit to the country. His meeting with trade union leaders was put off. Owing 
to protests from the workers he was not able to visit the Swift meatpacking plant 
at Artigas. Some groups of Paraguayan emigres sent him a telegram protesting 
against his intended visit to Paraguay. 

All this seriously worries United States ruling circles as United States invest- 
ments in Lating American countries amount to more than $8 billion. This capital 
is bringing in the highest profits. American ruling circles are worried about the 
fact that Latin American countries are beginning to carry out a more independent 
economic and political policy. They worry about the fact that these countries 
desire to set up economic relations with all countries on the basis of mutual 
advantages and equal rights. 





4. May 10 Andrianov commentary (summary), Radio Moscow in Spanish to 
Latin America: 
Visit VERITABLE SCANDAL 


An Andrianov commentary notes that “it was expected that Nixon would get 
a cool reception, but there was hope that the gifts he would distribute left and 
right, would quicken the pulse of the Latin neighbors.’”’ However, “the plan 
misfired,’ the commentator asserts, and ‘‘What the State Department least 
expected happened.”’ The broadcast describes the students’ reception at San 
Marcos University, adding that ‘‘Nixon then tried to have his own way by 
‘negotiating from positions of strength,’ but received a hostile reception, and 
that ‘‘a similar reception was accorded to him by Peruvians in other parts of the 
country, to the point where the visit became a veritable scandal.” 











120 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


Mr. Byrp. Mr. Oram will you identify the testimony from which 
you have been quoting? 

Mr. Oram. Yes, sir. It is a statement by the Honorable Robert D. 
Murphy, Deputy Under Secretary of State, on May 19, 1958, before 
the Committee on Foreign Relations, United States Senate, on recent 
incidents in South America, Lebanon, and elsewhere. 

Mr. Byrp. Thank you. 

Mr. Fascell—— 

Mr. Fascr.u. I just wanted to ask Mr. Moody a question and then 
ask Mr. Oram one. Mr. Moody do you have the final authority on 
the acceptance of a professor in the exchange program? 

Mr. Moopy. It depends. We have exchanges, as I think you know, 
financed under two legislative authorities: Public Law 402, the ex- 
change there being paid for entirely out of appropriated funds. 

We also have authority under Public Law 584, the Fulbright pro- 
gram, for exchanges using foreign currencies. 

Under Public Law 584—that is under the Fulbright program— 
final authority for selection of all grantees is vested in the Board of 
Foreign Scholarships, a body appointed by the President. 

Mr. Fascetu. So as to that group, you have no authority? No 
advisory authority? 

Mr. Moopy. We have advisory authority there. 

With regard to the other group the Public Law 402 grantees, we 
have complete authority for the final selection. 

Mr. Fascetu. Now, recommendations are made to you; is that 
right? 

Mr. Moopy. In the case of Public Law 402 grantees, they are made 
to us directly and in the case of 

Mr. Fasceuu. Please, let’s not get into “us and they.” Do you 
have the final authority, or don’t you? 

Mr. Moopy. We have the final authority for all grantees under 
Public Law 402. 

Mr. Fasceiu. Who is ‘“‘we’’? 

Mr. Moopy. The Department of State. 

Mr. Fascreiy. I am talking about in the line of command, do you 
do it or does it go above you? 

Mr. Moony. Do you mean do I do it personally? 

Mr. Fasceuy. Yes. 

Mr. Moopy. No, I don’t. I am temporarily Acting Director, now. 
I am not Director. 

Mr. Fascetit. Whose name has to be on the final document in 
order to determine that a professor has got a grant? 

Mr. Moopy. I think it is the Director of IES, the International 
Exchange Service. His name has been Mr. Russell Riley. Mr. 
Riley is leaving us and will be replaced by Mr. Donald Edgar. I 
am not sure of the date of the personnel action transferring the 
position officially from one of these gentlemen to the other. 

Mr. Fascexu. I wasn’t trying to give you the job, although it is 
O. K. with me. I just wanted to be sure, because in this chain of 
command proposition you never find anybody who has authority to 
make a decision except the Secretary. I just wanted to find out if 
we had somebody in this chain of command who did. 

Mr. Moopy. On matters of s@lection we do not go to the Secretary 
himself for this. 
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Mr. Fascuiyt. Well, congratulations. Now, another question re- 
lated to this is whether or not the recommendations of the Conference 
Board of Associated Research Councils have ever been rejected? 

Mr. Moopy. Yes. 

Mr. Fasce.u. I wanted to be sure Mr. O’Hara heard that. 

Mr. O’Hara. Who would reject them? 

Mr. Moopy. The Board of Foreign Scholarships, in the case of 
Fulbright grants; the Department of State in the case of grantees 
under Public Law 402. 

Mr. Fascetyi. The Director of IES has rejected recommendations 
coming out of the Conference Board of Associated Research Councils? 

Mr. Moopy. I shouldn’t say very frequently, but that is something 
which is not rare. 

Mr. Fascexu. If Mr. O’Hara is interested in discrimination and 
preferences, he would have to be as interested not only in those who 
received appointments but in those who were rejected. Otherwise, 
he would not have an objective evaluation as to what transpired. 

Mr. Byrp. Mr. Oram. 

Mr. Oram. Mr. O’Hara, I grew up in the State of Ohio, went to 
high schools in Toledo. I graduated from Miami University, in 
Oxford, Ohio, which prides itself on having the oldest college news- 
paper in the country—disputed by Dartmouth, and not to be confused 
with johnnies-come-lately, with all due respect to those from Florida, 
like the University of the City of Miami. 

I am not speaking for anyone or any agency. I am simply speaking 
for myself. I think it is essential that the United States, in its Gov- 
ernment relations, in its private contracts, and certainly in ‘the business 
community abroad, show what the United States is and what it stands 
for. This is one of the most difficult problems that we face in the 
whole question of relationships, and certainly from the point of view 
of creating understanding. It so happens that United States stand- 
ards, the material standards, are so far in excess of any other country 
that when the American goes abroad he may be from the State of 
Illinois, but he may look like a rich easterner, shall we say. 

My first personal experience in this was that I was given a scholar- 
ship upon graduation from the ancient and honorable institution of 
Miami University to study in Europe. I had a choice of countries 
and a choice of universities. Iselected Germany. I went to Germany 
and learned personally what this problem really is, of demonstrating 
what the United States is. I suppose I acted like an Ohioan, because 
that is what I was, and I suppose I still am. 

I also became thoroughly acquainted with propaganda techniques, 
and may I point out that the exchange device is one of the oldest and 
most useful propaganda techniques any government has at its disposal. 

Mr. Fasce.tu. We are all agreed on that, I think. 

Mr. Oram. I would like to mention if I may, Mr. Chairman, one 
successful project in Bolivia for the record here. It involves an 
American professor who participated in a larger project in Bolivia, the 
larger project being to create a level of journalism in Bolivia that 
would be constructive in influence. This project involved many 
actions by our field officers, our public affairs officer, our press attache. 
One of those actions was to request a professor, an American professor 
who could speak in Spanish to Bolivian journalists. 
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I have here a summary of the accomplishments of this project where 
this professor—it so happens this one came from the State of Pennsyl- 
vania—gave classes in journalism in La Paz, Oruro, Cochabamba, 
Sucre, and Potosi, to practicing journalists and university students. 

His discussions of both the technical and intellectual aspects of 
journalism stirred up enthusiasm not only among the press, but in 
circles beyond that of the professional reporters. He was interviewed 
by many newspapers and spoke over the air on a broadcast originating 
from Cochabamba. The attendance at most of his class sessions was 
between 100 to 200 students. 

His lectures have been distributed in assembled form to those that 
are called “The alumni of the Marbut Course,” the name of the 
professor. 

The University of San Francisco Xavier plans to issue in book form 
a selection of 12 of Dr, Marbut’s lectures. All this was the result of 
initiative by an alert field staff seizing upon an opportunity and in 
part creating that opportunity, to work with journalists and students 
directly on their own terms and at their own levels. An important 
phase was the successful selection here in this country of a professor 
who had the personality, the background, the language, and the desire 
to do it. 

Mr. O’Hara. Mr. Chairman, I would not wish to be misunderstood 
as criticizing our American professors. My sentiments are all the 
other way. The professors that I have known, and who often at 
personal sacrifice have participated in the program, have rendered an 
outstanding service to education and to their country. The purpose 
of my inquiry is to find what, if anything, is wrong, and the gentleman 
from Florida, with his keen legal mind, seems to have put the finger 
on the sore spot. 

I have never been able to get any admission of this before. Mr. 
Fascell’s question has established the fact that regardless of the recom- 
mendation of the boards of educators, the Secretary of State, or his 
deputy, exercises the right of thumbs down. I thank the gentleman 
from Florida for digging it out. He is a great lawyer. 

Mr. Fasce.u. I thank my colleague from Illinois. All I was pur- 
suing was the channel of procedure which you had already established, 
and pointing out, of course, that which was very obvious and that is 
to evaluate you must look over the whole thing. 

Mr. Byrp. Mr. Fascell, do you have any further questions? 

Mr. Fasceuu. Yes, I did have a question. 

Mr. Byrp. Before you propound your question, do you have a 
comment, Mr. Moody? 

Mr. Moony. Yes, I do have a comment. When I spoke about the 
final selection authority for certain of our grantees resting with the 
Department of State, that there are certain determinations that must 
be made by an officer or officers of the Department of State. For 
one thing, there is the matter of security clearance which was raised 
earlier. At the time of the initial recommendations, which are made 
by the competent professional bodies who advise us on the selection of 
grantees, such clearances have not in all cases been completed. 

Now, it could very well happen that a candidate who was highly 
qualified professionally and in other ways, would not pass the security 
test. The director of our service would be under the obligation of 
making an adverse decision in an instance of this sort, and there are 
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other instances in which he would exercise this prerogative. He would 
not base the decision on questions of professional competence which 
lie within the province of more specialized agencies than our own. 

As for his information about the politics of the candidates, as far 
as that is concerned, this is information which is not in our possession. 
We have no knowledge whatsoever of the political affiliations of persons 
who apply for grants under this program. 

Mr. Fascruu. I would like to ask Mr. Moody whether or not the 
procedure by which recommendations emanate from the Conference 
Board of Associated Research Councils is one required by law, by 
regulation, or one which has been established through practice. 

Ar. Moopy. This is one which has been established through practice. 

Mr. Fascre.ui. And how long has this practice been in effect, to 
your knowledge? 

Mr. Moony. This practice has been in effect about 10 years, since 
I think about 1948 or 1949. 

Mr. Fascretu. Now, I would like to ask Mr. Oram a question. 
Maybe I misunderstood something here, and I would like to get it 
straight, in the event that I did. It had to do with the question of 
releases by USIA, to news media, and particularly to newspapers in 
Latin America. 

I did not understand clearly whether or not you said that you 
delivered or made available press releases to them or not. 

Mr. Oram. To newspapers in Latin America? 

Mr. Fascre.u. To all newspapers in Latin America. 

Mr. Oram. Yes, sir; that is correct. 

Mr. Fascre.yi. Does that include the Communist-controlled press 
or press which you feel has Communist tendencies? 

Mr. Oram. I believe I stated that the background information and 
features and photo material that we supply to newspapers, magazines, 
and other periodicals, that that material is available to anyone 
interested. That could include a hardhitting Communist Party 
daily newspaper like Imprensa Popular in Rio, for example. 

Mr. Fasce.ti. What is the basis of your thinking on submitting to 
them a release which you know they are going to slant for a communis- 
tic benefit? 

Mr. Oram. I would like to correct something. I did not say we 
submitted it to them. 

Mr. Fasce.u. Well, they came and got it, or they got it some place 
else. I can understand that USIA does not make a practice volun- 
tarily of delivering to a known communist newspaper one of its ordi- 
nary releases. I understand that. You just do not do it as a matter 
of practice. 

You make up 100 copies of a press release and it goes down to the 
local newspaper which is friendly to the United States. Someone 
could pick up a mimeographed copy and run across the street to the 
Communist newspaper. There is nothing you can do about that. 
That is my point. 

Mr. Oram. That is conceivable. That is correct. 

Mr. Fascety. USIA does not make a practice, in the ordinary 
routine sense, of the business of delivering press releases or other 
releases to Communist newspapers, or newspapers which are Commu- 
nist sympathizers. 
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Mr. Oram. That is correct, and I appreciate your clarification of 
that point. 

Mr. Fascexu. That is all I have. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. No questions. 

Mr. Byrp. Mr. Oram, who gives financial support to the Commu- 
nist papers in Latin America? This seems important, particularly in 
view of the fact that the Daily Worker had to close its operations 
because of lack of financial support in this country. 

Mr. Oram. Mr. Chairman, I cannot answer that question with 
any specifics. I believe the committee will have ample opportunity 
to determine that at another time. Again I say ours in an organiza- 
tion engaged in United States public relations, information, and 
cultural exchange activities abroad. 

I can say this, however, that in the Latin American countries there 
are and have long been local Communist movements and parties, 
even though illegal in most countries. I believe that the publie 
evidence would indicate that some of the financing comes from money 
gathered by the local party. 

Secondly, these daily newspapers, like La Hora, which has just 
opened up again in Buenos Aires, having been banned some years ago, 
these newspapers sell and there is a revenue. Also, there is advertising 
in these newspapers. I would like to add a further thought, Mr. Chair- 
man, on financing. I believe that one can properly assume that as 
trade arrangements, or at least certain kinds of trade arrangements, 
should increase in number in the area, that that facilitates the financ- 
ing of Communist activity within that country. 

Mr. Byrpv. Thank you. Are there any radio stations in Latin 
America that are Communist controlled? 

Mr. Oram. The information I have with me would not indicate 
any radio station owned and controlled. I would be happy to re- 
search that point for the committee, if it would be useful in the record, 
Again, I must say that, for this kind of information, we rely upon 
other parts of the Government. 

Now, I can observe this, that radio stations, in handling the news 
and in daily commentaries in some cases, yes, they do carry what 
would be a pro-Communist line. This, of course, would have to be 
analyzed on a case-by-case basis, and one might conclude that, here 
or there, there was a radio station which most of the time was carryin 
the kind of information that would support particularly the Socal 
party line. 

Mr. Pyrp. Mr. Oram, if you can supply the committee with the 
information concerning radio stations owned and controlled by Com- 
munists, and where they are located, I am sure it would be very 
helpful. 

Mr. Oram. I will be happy to attempt that; yes. 

(The information requested is as follows:) 


STATEMENT BY UNITED StTaTEsS INFORMATION AGENCY 


Several different estimates are available on the number of radio stations now 
operating in Latin America. The Foreign Broadcast Information Service lists 
2,154 stations, both private and Government, but excluding stations for exclu- 
sively military or police purposes. A recent check by USIS field posts shows 
1,848 stations in operation. 
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As far as can be determined by the Agency, 12 stations in the area could be 
classified as pro-Communist in their news treatment and commentaries. As in 
the case of pro-Communist publications, this is a subjective evaluation based 
upon information available to USIS field offices. 

(Additional information is contained in committee files.) 

Mr. Byrp. How extensive are the student-exchange programs 
with the Soviet-bloc nations? 

Mr. Oram. I mentioned earlier that some 900 Latin Americans 
attended the Moscow Youth Festival. Now, this meant transporta- 
tion costs, maintenance while there, and so forth. That is an illustra- 
tion of the Communist capacity to mount a truly major project out of 
its own direct Government funds. 

Mr. O’Hara. Might I ask, Mr. Chairman, the expenses; were 
their expenses all paid by the Russian Government? 

Mr. Oram. I cannot answer that specifically, Mr. O’Hara, as to 
whether it was a total free ride. As a matter of fact, as you, I am sure, 
agree, the giveaway looks a wee bit suspicious. The Communists 
are not that stupid. They set things up in a way that will get the 
maximum appeal. So, through such devices as offering a cutrate, a 
very cutrate, round trip, or offering free food and lodging by housing a 
student with a worker’s family in Moscow, or in a university dormi- 
tory, in such ways- 

Mr. O’Hara. I was just wondering in this case if all the expenses 
were borne by the Russian Gove .rnment. 

Mr. Oram. I think it is safe to say that the great bulk of the ex- 
penses were certainly borne by the U.S.5S. R. 

Mr. O’Hara. Our Americans who went over, I understand, paid 
their own way, although possibly it was at a reduced rate. 

Mr. Oram. This raises an interesting point which has some bearing: 
I mentioned earlier that inflation was a problem in Latin America. 
To take the country of Bolivia, where the boliviano became worthless, 
it is simply impossible for a typical Bolivian student to travel outside 
of Bolivia. His money will not buy anything, and if he is not one of the 
handful of the wealthy elite—and statistic ally the odds are he is not, 
of course—he cannot possibly get outside Bolivia. 

Therefore, let us assume we are over in Moscow planning this huge 
youth spectacular, and we Dade let us say, 10 Bolivian students to 
show up as a group to perform its part in the big show, then fact 
No. 1 would be the literal impossibility of the Bolivian students paying 
for anything. 

Now, that would be less true, let us say, in Buenos Aires where 
gi are students not of the elite but still in better financial condition, 

r particularly students in a hard-currency country, and we have 
several in this area where the local currency is on a par, or practically 
so, with the dollar. 

So I am sure that the arrangements were tailored to the local situa- 
tion. 

Mr. Byrp. Mr. Fascell. 

Mr. Fasceuu. Just following your line of thought, Mr. Chairman, 
what I am interested in is whether or not the Russians have a student- 
exchange program as such, as we understand such programs. 

Mr. Oram. The answer to that is “Yes.” 

Mr. Fascrety. A youth conference, a 3-day deal is a good show, and 
might get some results, but——— 
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Mr. Oram. The answer is, very definitely, ‘Yes.”’ 

Mr. Fascretu. In other words, the answer is that Latin American 
students are in school in Russia, or in Russian countries? 

Mr. Oram. Yes, sir. 

Mr. Byrp. My question is and was, just how extensive the student- 
exchange program with the Soviet bloc is. 

Mr. Moony. We have the 1957 figures. I cannot believe this is 
the total. 

Mr. Fascetu. I cannot either. 

Mr. Moopy. 19- 

Mr. Fascrextu. And I have not heard the number. 

Mr. Moopy. 19 Latin American students studying in these Com- 
munist countries. 

Mr. Oram. I have two comments. First, let us not get boxed in 
on apples and oranges. 

Mr. Fascexu. They are both fruit. 

Mr. Oram. Yes, sir. Possibly an analysis of the growing student- 
exchange program of the U.S. 5S. R. will not compare directly, break- 
down for breakdown, with the w ay the United States program works. 

My second observation would be to ask for the opportunity to 
submit to the committee such data as we can gather. 

May I make another comment, that to know what the Communists 
are’ doing is far more difficult than it is for them to know what we 
are doing. They do not have hearings, for example, or they do not 
act in a public way. 

Mr. Fascetu. This question does not involve what the Communists 
do. If a Latin American goes to school, that information should be 
readily obtainable. 

Mr. Oram. I do not think I understand. 

Mr. Fascetu. You say it is difficult to get a proper report from the 
Russians. Well, can’t this information be obtained from the Latin 
American countries from which the students came? 

Mr. Oram. Yes. May I make several observations: Anyone who 
knows Latin America, as you all do, knows that statistics are neither 
abundant nor accurate. Secondly, to get such information means 
getting it from the 20 governments which issued the visas to let the 
people go. 

Mr. Fasceuu. Agreed. 

Mr. Oram. And that is a much more complicated piece of business 
for us to do than it is to know what the United States Government 
is doing. 

Mr. Fascetu. I will grant you that and as far as it goes I cannot 
see anything complicated in checking visas to determine how many 
went to Russia on a student visa. 

Mr. Oram. I would be very happy to- 

Mr. Fasceuu. I am not interested in having you do that, but if 19 
is the figure, I would say they have not much of a program going on in 
Latin America. 

Mr. Moopy. This is for 1957, of course, sir. 

Mr. Fascextu. A youth conference; I would put in a different cate- 
gory. That is all I was getting at. 

Mr. Oram. For example, I do not know at this moment, but I hope 
research can be developed, how many of these 900 who went to that 
congress stayed for study. 
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Mr. Fasce.u. Six weeks, 6 months, or 4 years. 

Mr. Oram. That is right. 

Mr. Byrp. Let me suggest you supply the subcommittee with the 
information I have requested and we will distinguish between the 
apples and the oranges. Although statistics may be misleading, we 
would like to have the statistics and we will evaluate them as best 
we can. So let us have the information concerning the student- 
exchange program with the Soviet-bloc nations. 

Mr. Oram. Yes, sir. 

(The information requested is as follows:) 


STATEMENT OF UNITED STATES INFORMATION AGENCY REGARDING LATIN AMERICAN 
SrupENT ExcHANGE WirtruH Soviet Bioc 


As far as is known, no figures have been made public by Latin American coun- 
tries or bloc countries on the extent of student exchange in either direction. 
Complete information would require an examination of the visa records of each 
of the 20 Latin American governments. 

Field reports available here based on various sources indicate that 73 Latin 
American students have been studying or soon will be studying in bloe schools 
during the current fiscal year. No cases have been reported thus far of bloe 
students coming to Latin America for study. 

While statistical information leaves much to be desired, and often it is not 
clear whether a particular trip will be limited to travel and indoctrination or 
extended to include advanced study, there is ample evidence of buildup in attrac- 
tive Communist offers to Latin American students for study in bloe countries. 
With increasing frequency field reports comment on new offers to both students 
and professors. The all-expense, 4-year package is especially appealing. 

By way of comparison, during the academic year just ended there were more 
than 7,800 Latin American students enrolled in United States universities and 
colleges. In the preceding academic year over 2,600 United States students 
studied in Latin America; 96 percent of whom went to Mexico. Assistance of 
some kind or another from the United States Government was extended to 339 
Latin Americans and 25 United States students. 

Mr. Byrp. Mr. Oram, we are not going to proceed very much 
longer, but there are 3 or 4 questions I would like to ask, and maybe the 
other members would like to supplement them. 

I would like to deal just briefly with the visit of the Vice President 
to South America. Before Vice President Nixon arrived in any 
particular country, were there noticeable indications of stepped-up 
activity in Communist propaganda? And while I am saying that, 
so that you can combine your answers, were there any exhortations 
in the Communist propaganda to commit physical violence against 
the Vice President? 

Mr. Oram. Mr. Chairman, in response to the first part of that 
question, in enough countries throughout the area to warrant a general- 
ization, the internal problems of those countries often linked to trade 
and other matters involving the United States meant that for quite 
some time there has been a growing unrest, criticisms noticeable in the 
press, for example, about problems that have not been resolved. 

Now, the Communists have been very active, and I would say very 
effective, in exploiting these many interrelated issues, whether it be 
inflation, whether it be a Chilean reaction to the copper situation, or 
Peruvian-Mexican reaction to lead and zine and so on. 

Now, as to the second question—— 

Mr. Byrp. Let me interrupt here. I am not sure that I got the 
answer to my first question. Previous witnesses have explained the 
fertile field from which these demonstrations grew and have gone into 
the various causes, the economic causes, political causes and so on. 
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The various factors that helped to create an atmosphere in which such 
demonstrations might erupt. 

Before the Vice President arrived in any particular country were 
there noticeable indications of stepped-up activity in Communist 
propaganda? 

Mr. Oram. Yes, I believe the answer would be yes. Again, in this 
context of agitation over issues of considerable significance to the 
particular country concerned. 

Mr. Byrp. With specific reference to Peru and Venezuela, do you 
know of any stepped- -up activities in Communist propaganda prior to 
the Vice President’s visit? 

Mr. Oram. In my recollection, the Communist propaganda in 
Peru has been exploiting very heavily and ine iaaiiaty, particularly 
the lead-zine problem 

In Venezuela, I think we have to remember that a very short time 
prior to the Vice President’s arrival a dictatorship had fallen. The 
whole country was in the process of very deep and profound change. 
There was agitation of all sorts throughout Venezuela over many, 
many issues. It is also true that the attitude in Venezuela grew to 
a fever pitch over the fact of two former officials coming to the United 
States. So I would say the answer is yes, there was more Communist 
activity. 

Another illustration in Venezuela was that, I believe it was on 
March 1, that the Tribuna Popular appeared on the streets, tabloid 
size, running about 24 pages. This was a Communist Party organ 
that had been banned, but had managed to publish some issues during 
the years of the Perez Jimenez regime. To me it was significant that 
the Communist apparatus in Venezuela was capable of establishing 
and getting this party organ going and out on the streets as fast as it 
did. 

Mr. Byrp. Was there anything in the stepped-up propaganda 
activity that was apparently meant to encourage acts of violence 
against the Vice President? 

Mr. Oram. Referring again to Mr. Murphy’s testimony, he has 
indicated that over a period of time, reports were receiv ed from the 
field and that all pertinent information in the Government was avail- 
able to the Vice President, not only before he left, but on a continuing 
basis during the trip. 

I, myself, personally cannot speak to that part of the record. It 
was known that several student groups had passed resolutions or were 
intending to pass resolutions expressing disfavor, expressing dislike of 
United States policies. 

I would like to add parenthetically that we cannot forget, as I have 
said, our ‘“Mr. Big” role and that we are a most convenient scapegoat 
for many people in Latin Americs 

Now, as to any specific exhortation to outright violence from the 
point of view of what was said over the radio and in the press, and so 
forth, I am not informed of any. 

Mr. Fascreti. May | ask him on that point right there? Did I not 
see some cartoons printed in Latin American papers in which they had 
Nixon with his teeth filed to a point looking like a rat and the by-line 
was “out,” “fuera” and they were throwing sticks and stones? You 
do not call that inciting pbysical violence? 

Mr. Oram. That did appear in the Communist paper in Caracas. 


1 See appendix. 
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Mr. Fasce.u. I thought that was what the chairman asked, whether 
there was anything in the way of Communist propaganda that incited 
re to do physical violence to the Vice President of the United 
States. Perhaps this is a question of definition or interpretation. 
That is anti-United States slogans, anti-United States. 

We are talking about Communist propaganda in the Latin American 
newspaper inciting people to do violence to the Vice President of 
the United States. 

Mr. Oram. As I recall—looking over that particular piece you 
refer to—and I must say it was a vicious piece of propaganda 

Mr. Fasce.u. It sure was. 

Mr. Oram. I do not recall in that particular piece anything which 
said, for example, “Let us run him out of the country,” meaning that 
they would meet at a place and at a time. Now we know that did 
happen. 

Mr. Fasce.u. You are reading or taking something out of that 
cartoon that was in it. 

They said “fuera,” and that means “throw the bum out,” no 
matter how you get him out. 

This is street language meaning “‘Get him.” 

That is the way I interpret it. 





STATEMENT OF G. LEWIS SCHMIDT, DEPUTY ASSISTANT DIREC- 
TOR (LATIN AMERICA), UNITED STATES INFORMATION AGENCY 


Mr. Scumipt. May I make another point: I think the chairman 
was asking whether or not there was any great amount of Com- 
munist propaganda in the press which tended to incite riots prior to 
the arrival of Mr. Nixon. This is something of an interpretation 
because, as I recall, this particular piece to which you referred ap- 
peared on or near the day of Mr. Nixon’s arrival, as part of what was 
obviously, a predetermined campaign. The manner in which the 
Communists operate is not normally to tip their hand by advance 
propaganda activities. It is usually to plan and plot in quiet, and 
then an item such as the one to which you refer becomes part of the 
execution of that plan on the day of the arrival, you see. 

Mr. Fascetu. What are you telling us, Mr. Schmidt, is that there 
was no vpen propaganda with respect to inciting violence to the Vice 
President prior to his arrival, but there was a well-laid plan to do 
something about it as evidenced by what happened when he actually 
got there? 

Mr. Scumipt. We are not informed of any great buildup in most 
countries prior to his arrival, and we can assume that the items which 
appeared on or close to the day of his arrival are evidence of this 
predetermined and prearranged plan. 

Mr. Fasceuu. I agree with you. 

Mr. Byrp. Let me ask further. 

Mr. Fascett. I am sorry, Mr. Chairman. 

Mr. Byrp. That is all right. A picture is worth a thousand words. 

Mr. Fascety. But being responsive to your question, as Mr. 
Schmidt has pointed out, it was not prior to his arrival, it was simul- 
taneous, I believe. 

Mr. Byrp. My question I don’t think used the word “prior.” 
Were there any exhortations in the Communist propaganda to en- 
courage physical violence on the Vice President? 
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You have answered the question in the affirmative. One cartoon 
has been mentioned. Can you think of other examples? 

Mr. Oram. If you look elsewhere in that same issue—— 

Mr. Fascetu. I didn’t read the issue, by the way. This was a 
reprint in a United States newspaper. 

Mr. Oram. You will find similarly violent anti-United States, and 
similarly anti-Nixon, because he was the symbol of the United States, 
about to arrive in the country 

I think it would be well to observe this also, that this was the last 
stop, the last of eight stops. The entire trip was widely reported. 
It was front page news throughout the area. The Communists in 
Venezuela exploited any and every incident beginning with Uruguay 
right on through, to build up a snowball effect. Of all of the eight 
countries, the one country with the most unrest was obviously 
Venezuela, having just come out from a very severe dictatorship. 

I have here summaries of reactions throughout the area to the 
Vice President’s trip, and it is very clear, whether you go by what is 
printed in the press or by published photogr aphs or by statements 
made public, or just look at the newsreel footage that was taken at 
each city that he visited, that there was a great deal of personal and 
warm contact, beginning in Uruguay. 

The fact of the matter is that certain issues stood out so sharply 
and so strongly that the focus has been put on those particular issues. 

I personally feel that what you might call a sense of shock, which 
has been felt throughout the entire American system, is, as | men- 
tioned in my opening statement, a very healthy development. I 
personally have every confidence that all the countries in the entire 
American system will come out of this with positive results. 

Mr. DuVat. Would it be helpful if we got you translations of 
some of the things that appeared in the Communist paper you speak 
of, as well as the cartoon, and see if we can pick up other items of 
violent pro-Communist incitement to violence against the Vice 
President? 

Mr. Byrp. I think it would. 

Mr. DuVau. We will try to submit those. 

(The information requested is as follows:) 


STATEMENT OF THE UNITED STATES INFORMATION AGENCY REGARDING INFLAMA- 
ToRY Press BuILpUP IN COUNTRIES VISITED BY VICE PRESIDENT NIXON 


Vice President Nixon visited eight countries on his recent Latin American tour 
in the following order: Uruguay, Argentina, Paraguay, Bolivia, Peru, Ecuador, 
Colombia, Venezuela. 

In all countries except Paraguay prior to the Vice President’s arrival there was 
a considerable amount of press comment critical of the United States and its 
policies toward Latin America. In a few instances it approached closely to a 
personal attack upon Mr. Nixon himself. However, there was apparently no 
buildup which could in any sense be considered as inciting the population to 
violence either generally or against Mr. Nixon and his party particularly, with the 
exception of press coverage in Lima, Peru, and Caracas, Venezuela. 

Even in these latter two countries it is probably correct to say that material 
designed to incite the populace to violence was confined to the Communist press. 
While the non-Communist press was highly critical, it is not likely that the 
editors and writers who produced the material intended that it should call forth 
public demonstrations of a riotous character. The non-Communist press coverage 
in and of itself would probably not have been inflammatory although it was 
bitter. However, in the context of public feeling in Venezuela, the recent liber- 
ation from repressive dictatorship, a rising bitterness against United States 
policies and the directly inflammatory press output of the Communist publications, 
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there is no doubt that the articles in the non-Communist press contributed to 
the feelings that finally erupted in the demonstrations against Mr. Nixon. 

Prior to the events in Lima there was one article appearing in Montevideo’s 
Communist newspaper El Popular on April 28, 1958, which is typical of vicious 
Communist attacks. It should be noted that this article, the text of which follows 
immediately, appeared on the day of Mr. Nixon’s arrival in Montevideo (headline: 
“The Murderer of Guatemala’’): 

“For a few hours the Vice President of the United States, Richard Nixon— 
better known to the world as the ‘murderer (literally ‘throat-slitter’) of Guate- 
mala’—will be the guest of the Government, not the people, of Uruguay. 

“He comes to Latin America on another of the uninvited ‘good-will trips’ that 
he undertakes whenever the growing wave of anti-imperialist sentiment shows 
itself vigorously in some part of the world. 

‘Vice President Nixon’s tour, which starts in our country, is another cynical 
maneuver on the part of the North American imperialists, whom Mr. Nixon well 
represents in his role of solicitor for the Rockefeller and Morgan financial circles. 

“Nixon is an expert at this business. He summons up hypocritical smiles 
and compliments, mixed with slogans about the ‘Communist menace;’ he adopts 
a ‘democratic’ pose, letting himself be photographed and chatting with the natives 
in the streets. And he offers American economic and military ‘aid,’ on condition 
that our countries open the way for Yankee capital and submit themselves even 
more completely to the anti-Soviet policies of Washington. 

“Against this kind of undesirable visit, the hatred of the Latin American 
peoples rises up in revolt. There is no one in the southern part of the hemisphere 
who does not know now that Richard Nixon is the foremost and most cold-blooded 
instigator of the policy, ordered by the monopolies he serves, of repression of 
every national liberation movement among our peoples. Nor is it a secret that 
he had in charge and personally directed the crime committed upon Guatemala. 

“In the few hours of his stay here, this arch-representative of the trusts will 
receive the repudiation of the workers, the students, and all our people.” 

Whether or not the press campaign in Lima can be considered as actually 
inciting to violence is open to interpretation. There is no doubt that the press 
was highly critical and that the Communist publications in particular played 
their anti-American themes in a particularly vicious manner. 

Both the Communist party newspaper Unidad and the Trotskyite newspaper 
La Vox Obrero began an anti-Nixon visit buildup prior to Mr. Nixon’s arrival. 
On May 1 Unidad came out with the slogan ‘‘Go Home Nixon’’ and played various 
articles on this theme from that day forward. La Vox Obrero picked up the 
slogan on May 8 and added another ‘‘Down With Yankee Imperialism.’”’ The 
Communist magazine ‘1958’’ picked up the ‘Go Home Nixon”’ slogan on April 
10. Communist newspaper Asies coined the phrase ‘Viceroy Nixon’’ in its 
May 3 issue. All these publications continued to exploit these slogans accompa- 
nied by themes of Yankee imperialism, atomic warfare, aid to dictatorships and 
racial discrimination consistently prior to Mr. Nixon’s arrival. Even the anti- 
Communist newspaper La Tribuna published a front-page open letter to Mr. 
Nixon in the May 7 issue condemning American support of dictatorships. The 
normally anti-Communist Ultima Hora of Lima contained a May 7 column 
condemning American preference for other areas and suggested that Latin Ameri- 
can governments might mobilize their Communists with banners as part of the 
Nixon reception in order to demonstrate Peru’s dissatisfaction with American 
policies. 

The Communist press in Caracas clearly intended to cause trouble. The weekly 
Communist paper Tribuna Popular, which has only recently resumed publication 
following the fall of dictatorship, appeared on May 3 with inch-high red type on 
its back page carrying the words “‘Nixon No!”’ This issue called on all Venezuela 
to keep vigilance on the maneuvers of the enemies and predicted that anti-Nixon 
demonstrations would occur in other parts of Latin America. However, it was 
in the infamous issue of May 10 that the most violent Communist diatribe occur- 
red. This issue carried inch-high black headlines reading ‘‘Fuera Nixon’’. Im- 
mediately below and to the left was the doctored photograph! of Mr. Nixon 
covering nearly one-third of the front page and showing the Vice President with 
filed teeth. Immediately to the right of this picture appeared a series of eight 
questions denigrating United States policy. Under the picture was an insulting 
caption and the bottom of the page carried an anti-American slogan and a boxed 


! Thermofax copies of the Nixon photograph with captions are in committee files. 
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quotation ascribed to Simon Bolivar. An exact translation of this front-page 
makeup follows: 


Caption beneath picture: 

«Tricky Dick’ on Leaving Lima. 

“Mr. Richard Nixon, Vice President of the United States, will arrive next 
Tuesday the 13th at Maiquetfa (Airport), coming from Ecuador to wind up in 
Caracas his turbulent journey to the peoples of the South. No other tourist hag 
aroused such strong feelings: boos in Montevideo, hisses in La Paz, rocks in Lima. 
Throuvhout America (i. e., South America) the citizens have said: ‘Go home, 
Mr. Nixon.’ ” 

Slogan at foot of page 1: ‘The Good Neighbors (referring to the people of 
the United States) are neither good nor neighbors.”’ 

Boxed quotation ascribed to Bolivar: ‘‘The United States seem(s) destined by 
Providence to plague America (i. e., Latin America) with miseries in the name of 
Liberty.’”’—Bolivar. 

Right side of page: ‘Get out, Nixon! Eight questions to the Vice President 
of the United States: 

“1. Is it not true that Mr. Dulles singled out the dictatorship of Pérez Jiménez 
as a model government for Latin America? 

“*2. Don’t you believe that just as the United States imposes restrictions on 
Venezuelan oil, Venezuela has the right to restrict drastically her gigantic imports 
from the United States? 

**3. Isn’t how much has happened to you on your junket through (Latin) 
America enough to demonstrate to you the hate of our people toward North 
American imperialism? 

““4. Do you believe, Mr. Nixon, that a Negro from La Charneca would be 
welcomed in a school in the North American city of Little Rock? 

5. Can Venezuela believe in North American democracy when the United 
States gives visas and decorations to tyrants and spies, while denying them to 
democratic writers, newspapermen and scientists? 

“6. If the United States wants peace, as she has declared many times, why 
does she not stop her nuclear tests as the Soviet Union has done? 

“7. Has Venezuela the right to a democratic regime without fear of the 
machinations of the North American trusts against that democracy? 

“8. Is it right that the Venezuelan petroleum worker should earn much less 
than the petroleum worker in the United States for equal work?”’ 

On page 6 of the same issue appeared a woodblock cartoon “ Nixon No!’ and 
showing the sandaled foot of a laborer kicking out a pipe-smoking American oil 
engineer who is carrying a bomb under his arm and is heading toward a mushroom- 
cloud explosion. 

On page 10 in a box with a heading entitled ‘“‘ Nixon’s Itinerary’? appears the 
following list of incidents alleged to have occurred during Mr. Nixon’s trip: 

“In Uruguay he was booed by the students. 

“‘The Argentine Congress greets him with whistling. 

“The Paraguayans, in spite of Stroessner, hiss him in the street. 

** “Go back to Miami’, the placards of the Bolivians say. 

“They receive him in Lima with the utmost coldness. 

‘And nothing better remains for him to say but ‘1 have met a regrettable lack 
of understanding in Latin America.’ 

** And he has not yet got to Caracas!”’ 

At other points in the same issue there appeared similar inflammatory items, 
translations of which appear below: 

(An article, ‘Venezuela Is Not for Sale,’”’? by Emilio Rivera Quiroga:) 

(After referring to the overthrow of domestic tyranny in the person of Pérez 
Jiménez, the writer calls attention to the foreign imperialism which the United 
States has imposed upon Venezuela. “In a not distant future,” in effect—and 
mixing metaphors—the nation will also throw off the yoke of those ‘“ravening 
wolves” who sell their country, a country now “chained and helpless before 
rapine and foreign gangsterism.’’) 

‘Let us make no mistake about those who seek to go on draining off the sap of 
Venezuela: that is to say, its oil and natural resources. That apparent delight 
which the fall of Pérez Jiménez produced in the United States is nothing other 
than a smokescreen behind which they will go ahead with their unequal commercial 
treaties and their ruthless plundering of the natural resources upon which Vene- 
zuela depends. 

““Everybody knows that the emissary of Yankee imperialism, Mr. Richard 
Nixon, is currently spinning through South America as a ‘good neighbor.’ In 
every country where he has set his foot, hisses and public scorn have been his 
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welcome, except in Paraguay, where another of the dictators of America holds 
sway. 

“Let us make no mistake just who the overlords of Pérez Jiménez and his 
camarilla of thieves were, who, just before the fall of their lackey and with the 
approach of democratic and patriotic rule, offered congratulations and, confessing 
shame and error, beat their breasts, all the while secretly lamenting bitterly and 
cherishing the vain hope that the dictatorship would return to Venezuela to benefit 
unrestrainedly the ambition and despotism of the enemies of the fatherland. 

“We ought not to believe that such gratuitous enemies support democracy and 
liberty when they echo the words of Foster Dulles which bulwark the tyrannies of 
South America—‘open war against communism in America’—battle hymn and 
program for supporting dictatorial regimes. 

“‘Our people have well understood that those are the true enemies of Venezuela 
and they ought to be alert against them. Very recent in our memory is the 
workers’ demonstration in the streets to celebrate the 1st of May and how that 
workers’ throng was letting its cries and its anti-imperialist watchwords be heard. 

“This same popular demonstration, this same workers’ mass meeting, together 
with all Venezuelan lovers of their land, is what will tell the ambassadors of Yankee 
imperialism that Venezuela is not for sale.” 

(In excerpts from the column ‘‘Five-pointed Star’, by Alvaro Ruiz:) 

“1. ‘The reception of Nixon in Lima has been the coldest thus far in South 
America’, says an AP dispatch. No telling what it will be in Caracas—it will be 
at a higher temperature because this is a hotter country. * * * The 4,600,000 
which Pérez Jiménez left us—that is to say, left us in debt—has stirred up some 
dust regarding the possibility of a foreign loan. And there are cogent reasons 
for. * * * Ofensiva, the organ of the young people’s branch of the AD, carries 
an article by Moises Moleiro in which it is said: ‘By artificial methods imperialism 
keeps a feudal straitjacket upon the Venezuelan economy in order to thwart the 
economic development which could imperil its investments.’ In Opinion, a 
mimeographed periodical published by the young university students Rodrigues 
Leal and Canelén Certari, there is this comment about the forthcoming visit of 
Nixon: ‘The general opinion is that the Latin American dictatorships are means 
whereby capitalistic monopoly can maintain such “‘peace and order’’ as guarantees 
its investments in the ‘colonies’? which produce its raw materials. Mr. Nixon is 
the representative of those capitalistic monopolies.’ 

"3. Nixon arrives. They say that McCarthy was a latecomer to anticommun- 
ism, that Nixon was one of the first in the field, and that he had—this is obvious— 
better luck. The California Quaker who is Richard Nixon, although not born rich 
was from earliest youth a ready tool of the big interests. He emerged as a prom- 
inent figure in the shady Un-American Activities Committee; in the Senate he 
‘arried on tumultous campaigns against the ‘Reds’ entrenched in the administra- 
tion; he reached the Vice Presidency of the Republic in 1952, crowned by the 
most dreadful demagogy. The brilliant diplomat Alger Hiss was typical of those 
who fell beneath his ax. And was thus conceived and hatched this Dick, thus he 
was converted into a boy indulged by the topmost financial and military elite, 
whom ‘Ike’ and the Republicans rewarded with the Vice Presidential candidacy 
for two terms. The ‘heir apparent’, as he was called in 1955-56 in view of the 
illness of Eisenhower, has won other titles, too: ‘Tricky Dick’, that is to say, 
‘Ricardito El Tramposo’, for the many strategems and nasty tricks to which he 
is given in common opinion; or ‘the unconquerable Quaker’; or ‘my boy’, which 
is the one that Ike gives him. 

“And one time the Washington Post had a cartoon of him, captioned with the 
title of a work by Miller, ‘The Death of a Salesman,’ and purporting to show that 
Mr. Nixon was trafficking in shoddy goods like Communist witches broomsticks, 
like this Republican Party demagogy of struggling against the ‘Oriental menace’. 
Dicky, agreeable (to it) during the obscure period 1948-53, joined the complete 
refusal to recognize the new China, the desire to make the United States into a 
power in the Middle East, the policy of ‘cleaning up the administration’ which 
occasioned so many deaths, imprisonments and suicides, and finally the fervent 
aid to the dictatorial regimes of Latin America. Today, in 1958, he is the envoy 
of the North American government on an ‘anti-Communist’ mission which has 
certainly been showing him that those in our countries who have trampled upon 
political and economic rights are the Yankees. 

“4. Other things. The North American Senator, Sparkman, said in 1954— 
6th of June—that ‘democratic rights appear to be on the increase in Venezuela’ 
thanks to the government of Perez Jimenez. * * * Also in 1954—for the informa- 
tion of Mr. Sparkman and Mr. Nixon—there were patriots with 5 years of 








134 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


imprisonment in Venezuela: Jesus Faria, Cesar Gil, Carlos Behrens, Lino Perez 
Loyo (N. B., the fourth one is not named). * * * At this very time in 1954 the 
Ambassador of Perez Jimenez in the United States, Cesar Gonzales, offered help 
to the Yankees in their fight against the Chinese people * * * and shortly 
afterward, in 1955, the 23d of March, Foster Dulles was saying. * * * 

“5. The Government of Venezuela. That is to say, the dictatorship of Perez 
Jimenez and Pedro Estrada, the government of jails, exiles, private-interest 
negotiations, debts. * * * ‘Represents the type of government considered 
beneficial by the United States’ and created ‘a favorable climate for foreign 
investment.’ When Dulles made this statement, Mr. Nixon was Vice President 
of the United States. From this one can assume, unless the North American 
Government is at odds with itself (the phrase is una merienda de blancos, which 
is a race-conscious play upon merienda de negros, a hodgepodge), that they (i. e., 
Nixon and Dulles) are in agreement on this and on other things.”’ 

The non-Communist press in Caracas especially from May 1 onward carried 
extensive material highly critical of the United States. For the most part, this 
campaign called for a clear presentation of Venezuelan grievances against the 
United States to the Vice President during his visit. All aspects of U. 8. policies 
were discussed, but the two principal grievances were the fact that the United 
States had granted asylum to Perez Jimenez and Pedro Estrada, and that this 
country had placed import quotas on petroleum imports from Venezuela. While 
citing these complaints in the bitterest terms most papers nevertheless still called 
for restraint and civility during Mr. Nixon’s visit. There were some attempts, 
notably in the newspaper Ultimas Noticias, to indicate that if any violence 
should occur, it would be due to the residual supporters of the former dictator who 
might attempt to stir up demonstrations which could then be blamed on the 
current government. 

Representative of the type of thing which appeared in the non-Communist 
press immediately prior to Mr. Nixon’s arrival in Caracas are the press accounts 
of the student resolutions. The first appeared on May 11 in at least three major 
Caracas newspapers, El Nacional, La Esfera, and Ultimas Noticias. The second 
appeared on May 13, the day of Mr. Nixon’s arrival, in La Esfera. Attached 
are the English translations of the article on page 15 from Ultimas Noticias of 
May 11 and La Esfera’s article of May 13 reporting the student resolutions and 
accompanying activities are quoted below. 


[Translation of an article on Vice President Nixon “— Noticias of Caracas, Venezuela, of May 
11, 1958 


Tue UNIVERSITY STUDENT CENTERS DECLARE VICE PRESIDENT NIXON 
UNWELCOME 


Yesterday morning, the centers of university students (Centros de Estudiantes 
Universitarios), on the occasion of the announced visit of the Vice President of 
the United States of America next Tuesday, produced the agreement which 
follows: 

“The established centers of university students issue the following declaration 
on the coming visit of Mr. Richard Nixon, Vice President of the United States 
of North America: 

“Considering him: 

‘“‘(a) Representative of a policy favoring dictatorships which oppress the 
people of Latin America. 

““(b) Representative of those who massacred the Guatemalan people in defense 
of the United Fruit Company (the banana empire in Central America), imposing 
on them Wall Street’s mercantile government. 

““(c) Representative of a policy that did not hesitate in giving asylum and 
protection to the assassins of the Venezuelan people, Pérez Jiménez and Pedro 
Estrada. 

““(d) Representative of a policy that maintains the butchers of the Cuban, 
Dominican, Paraguayan, and Nicaraguan people in power. 

‘“‘(e) Representative of a policy that maintains colonial-type relations with the 
Latin American countries. 

“(f) Responsible, along with Senator McCarthy, for the Fascist policy applied 
to North American universities for the purpose of limiting liberty of thought and 
expression. 

‘““(g) Responsible, along with Senator Knowland, of the policy of racial dis- 
crimination against a valiant sector of the North American public, against the 
Mexican laborers (braceros), and Puerto Rican workers. 
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“(h) Representative of a policy that has placed restrictions on our petroleum 
and on the raw products of other democratic countries causing the weakening of 
the economies of the democracies of the hemisphere, 

(7) A representative of a policy which systematically denies credits to countries 
to develop their industries and which on the other hand are loaned to exploit our 
natural resources to obtain benefits of a colonial type. 

“(j) Representative of a policy which does not permit development of free 
commercial exchange between the Latin American countries, and between these 
countries and the other regions of the world, with the object of keeping them 
submitted to his zone of influence. 

“(k) A representative of a policy which does not hesitate to give to the dictator 
Pérez Jiménez the highest decoration the United States Government can give 
to chiefs of state, thereby wounding the feelings of the Venezuelan people. 

“(1) A representative of a policy which, behind the backs of the Venezuelan 
people and in combination with Pérez Jiménez and his cohorts, sacked our 
principal natural resources, obtaining concessions in iron and petroleum, which 
attacked our national sovereignty and our economic future in exchange for the 
support of the despot. 

‘“‘(m) Representative of an interventionist policy in Latin America developed 
since 1848 to the present time with the active participation of the United States 
military missions and which overthrew constitutional President Don Rémulo 
Gallegos, oblivious of the popular will which rejected Pérez Jiménez in 1952. 

“(n) Representative of a policy which rejects the visit to the United States 
of such important Venezuelan intellectual and scientific figures, basing such 
action on the reports of the FBI, which collaborated with the national security 
police in the repression of the students of Venezuela. 

‘Agrees to: 

““(1) Declare Mr. Richard Nixon as an undesirable visitor in the fatherland 
of Simon Bolivar. 

(2) Declare solidarity with the students of Latin America which repudiated 
Nixon and the policy he represents. 

(3) To energetically prevent Mr. Richard Nixon from defiling our university 
with his presence in the Dniversity City. 

“For the student center of law, Jesis Ramén Cardona; for the student center 
of pharmacy, Andrés Guitdn R.; for the student center of economics, Mauricio 
Azar; for the student center of enginering, Argenis Tovar; for the student 
center of the sciences, German Camejo; for the student center of odontology, 
Fausto Malavé.” 

(Caption under three-column cut of demonstrators.) 

“Returning from an excursion in the vicinity of the Plaza Venezuela we see 
entering the University City this first welcome to Mr. Nixon which a group of 
students made: A dummy on a patient donkey found last night near the same 
plaza is a really deplorable likeness of Mr. Nixon. Different posters reading 
‘We buy Governments,’ ‘We mortgage countries,’ ‘We buy liberties’ are being 
put together behind ‘Mr. Mixon,’ whom the students are disposed to pull to 
pieces.” 


{Translation of an article on Vice President Nixon from La Esfera of Caracas, Venezuela, of May 13, 1958] 


MANIFESTATIONS PREPARED FOR Topay: StupENTs LAuNcH MANIFESTOS 
AGAINST NIxoNn BuT REpuUDIATE ALL ATTEMPTS AT VIOLENCE 


A manifestation of various student groups: university front, high schools, 
private universities, and other institutes of Caracas, will parade today carrying 
standards, posters, and signs in front of the municipal council, the National 
Pantheon and the birthplace of the liberator as a signal of protest against the 
arrival in this country of the American Vice President Richard Nixon. 

Yesterday morning various student associations met with the aim of finalizing 
details for the manifestation which they agreed should take place within an 
atmosphere of understanding, order, and respect. 

In the Industrial High School since the early hours of the morning, the members 
of the High School Student Association were about the task of deliberating on 
their publishing a declaration of principles in relation to what they call ‘‘the Nixon 
case in Hispanic American countries.” 

This declaration containing 11 points is that which we produce textually as 
follows: 

“The student centers and representatives of the faculties of philosophy at 
‘Andrés Bello’; science at ‘Alejandro de Humbolt’; music at ‘Antonio Lauro’ 
and the group social welfare of the Industrial High School. 
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Considering: 

(a) That tomorrow Tuesday May 13, 1958, Vice President of the United States 
Richard Nixon arrives in our capital, 

(6) That the interventions of that country against the Latin American Repub- 
lics makes possible the existence of tyrannies in these countries, 

(c) That the economic policy of the United States injures the free development 
of the national economy, 

(d) That the Government of the United States has opened its doors to persons 
of despotic regimes while at the same time closing doors to persons of known 
democratic tendencies. 

Declares: 

(a) Visitor Richard Nixon undesirable as a representative of Yankee im- 
perialism, 

(6b) His stay in this country denigrating in relation to the democratic movement 
which is being forged in this country. 

Agrees: 

(1) To make public our repudiation of this person, 

(2) To realize a manifestation in order to express the sentiments of the student 
body, 

(3) To carry placards which conform to our purposes, 

(4) We repudiate any intent of violence considering such as an act of sabotage. 

Signed: 

For the university centers and representatives of faculties: Carlos Gonzdlez 
Vega. For the High School Student Association: Enver Cordino. For the 
center of philosophy: Le6n Adjiman. For the musical center: Luis Garefa. For 
the center “Alejandro de Humboldt’’: Nikoska Freites. For the center social 
welfare: Carmen Teresa Ayala. 

“The Federation of Secondary School Students of Caracas manifests itself 
toward repudiation of the Vice President of the United States and of the inter- 
ventions policy in Latin America of his government.” 

We cannot forget the complacent attitude with which the United States sup- 
ported Pérez Jiménez and his clique, an attitude which is maintained in giving 
asylum and protection to same in the United States disregarding the unanimous 
protest of democratic opinion in America. 

We cannot forget—in the face of the presence of Mr. Nixon here—the support 
which the American country lends at the present time to dictatorial governments 
in the sister republic of Cuba, Santo Domingo, Nicaragua, and Paraguay, the 
latter witness to the recent backing with which his presence and statements 
Nixon gave to the tyrant Stroessner. 

We cannot forget that Mr. Nixon is the representative of a policy which takes 
advantage of our principal material resources (petroleum and iron), thus illegally 
taking away from our national sovereignty and our economic future. 

On this occasion we manifest our solidarity with the democratic struggle upheld 
by the Latin American student body in defense of the national sovereignty and 
democracy of our peoples. 

For the Federation of the Secondary School Students of Caracas, the board of 
directors: Eduardo Ferndndez, Oswaldo Guevara Lépez, Carlos Veldsquez, José 
Rafael Medina, Alex Suels, Mercedes Péez, Edgardo Avila, José J. Bermidez, 
Alberto Arteaga. 

Various students of architecture have even come to our newspaper office to 
deliver us a document by which they fully approve the resolutions taken by the 
university centers on the visit to our country of Mr. Richard Nixon. The 
document in question reads as follows: 

“The Faculty of Architure and Urbanization represented by the Assembly of 
Delegates from the Faculty before the manifesto of the university centers organized 
on the occasion of the visit of Mr. Nixon to this country: 

Considering: (1) That the reasons explained by the university centers established 
in a document published in the local press through which they repudiate the policy 
of the Government of the United States before Latin American problems— 
especially in connection with our country—are sufficient to justify the resolution 
taken by them. (2) That on this occasion Mr. Richard Nixon represents the 
Government of the United States and that this gentleman is responsible for a 
series of events, which were also cited in these same documents. (3) That in view 
of the fact that the Faculty of Architure and Urbanization is not represented in the 
student center, reason for which faculty does not seem to back up said document, 
let it be known that the Assembly of Delegates of the Faculty of Agriculture and 
Urbanization agrees: 
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To support all and every one of the resolutions taken by the established uni- 
versity centers, 

For the assembly of delegates of this faculty: Carlos V. Fabbiani, Ilse de 
Rodriguez, Fausto Gonzdlez, Eduardo Castillo y Manuel Cemboraim.” 

Mr. Byrp. With regard to slogans and placards, besides those, 
what was the substance of the Communist literature regarding the 
visit of the Vice President? 

Mr. Fascreiy. Mr. Chairman, may I interrupt? I have to go to 
another subcommittee meeting where we are considering a report, so if 
you will excuse me 

Mr. Byrp. Do you have any further questions? I will be glad to 
withhold mine. 

Mr. Fascetu. No, I just didn’t want you to think I was walking 
out because of lack of interest. 

Mr. Byrp. Thank you, Mr. Fascell. You have been very kind. 

On Monday at 10:30, the subcommittee will continue in executive 
session agtd the subject will be ‘Relations with Latin America,” with 
specific reference to Peru. The witness will be Mr. Pedro Beltran, 
the publisher of La Prensa, of Lima, Peru. 

Mr. Oram. Might I have your question again? 

Mr. Byrp. Besides slogans and placards, what were the media, if 
any, used to propagandize the Vice President’s visit to each of the 
countries? 

Mr. Oram. Do you mean the media used by the Communists? 

Mr. Byrp. Well, we have been told that the students demonstrated 
and that they used slogans and placards. I assume that the placards 
would say ‘“‘Get out, Nixon,” or something similar to that. 

What other forms of demonstration were used by the students and 
what was the substance of them? 

Mr. Oram. There were several themes generally used. The 
familiar one is ‘‘Down with Yankee Imperialism,” ‘‘Petroleum is ours.” 
There were also some slogans introduced that I think Governor Mujfioz- 
Marin pointed out as being not typical. For example, “Freedom for 
Puerto Rico” was a slogan. Also there was some slogans on interna- 
tional issues related to bomb tests and so forth. I would say that 
the theme was one of imperialism, economic exploitation, big business, 
and Wall Street. 

Mr. Byrp. Besides placards, did the students, or adults for that 
matter, use PA systems, did they use trucks equipped with PA 
systems? Did they use handbills? 

Mr. Oram. The Communist means of communication, I think, can 
be summed up as newspapers, throwaways—handbills and throw- 
aways—meetings and, of course, placards, marking of streets and 
houses and office buildings. 

Mr. Byrp. And all were used quite extensively, you think, by the 
Communists, through the students, would you say, to incite demon- 
strations against the President? 

Mr. Oram. I am not clear whether you are referring generally to 
the whole trip or whether you are talking about Caracas, for example. 

Mr. Byrp. I am speaking of Caracas and also the demonstration in 
Peru and I think there was a minor one, was there not, in Uruguay? 
I recall one of the earlier witnesses having said that there the students 
were gathered along the way of travel and that they had placards, 
signs, and so on. 
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Mr. Oram. With respect to the meeting of the students in Uruguay, 
the reports I have seen label that as a tremendous success. Yes; there 
was some hostility evident. After a long question and answer session 
with those students, the atmosphere was totally changed. 

Now, going back a moment to slogans, my remarks were of a gen- 
eral nature. With respect to Caracas, of course, the slogans included 
the condemnation for Perez Jimenez and the security police chief, 
Pedro Estrada; and oil of course, which in Venezuela is especially im- 
portant, and the ve ry large American colony there is also very self- 
evident. So there was far greater sharpness and bitterness in the 
slogans in Caracas. 

Mr. Byrp. To what groups is Communist propaganda mostly di- 
rected? To labor groups? ‘To student groups? 

Mr. Oram. Yes, both of those. I would add in the intellectuals as 
a category. Certainly those three groups. Now this is in terms of 
their open propaganda work. They do concentrate on other groups 
also for other purposes. But their propaganda appeal is d@@gned and 
directed toward students, intellectuals, and labor. 

Mr. Byrp. Does the USIA analyze the Communist newspapers and 
the radio broadcasts in Latin America? 

Mr. Oram. Yes, sir; we do that regularly in each post in the field. 
Also, back here we have a research office as part of USIA Headquar- 
ters, which concentrates full time on the analysis of Communist propa- 
ganda and techniques. 

Mr. Byrp. Who in the USIA knows just what the Communists are 
saying in the local area? In the field? You say you analyze their 
broadcasts and so on, and analyze their newspaper statements. Who 
knows just what they are saying? 

Mr. Oram. I could mention how we are organized. We have four 
geographic divisions of Latin America, Europe, Near East-Africa, 
and Far East. These four divisions backstop the field operations 
and supervise the field operations in each of those areas. We then 
have four major media operations: Press and publications, motion 
pictures, radio-TV, and what we call information centers, which in- 
cludes books, exhibits, and many related activities. 

Then we have the division of research, to which I referred, which 
services the entire organization. Some lines of endeavor it follows on 
a trend basis, and another kind of effort is to respond to a request: 
What is a situation in a particular country? For example, in one of 
the major countries in the area, we have just received an analysis of 
Communist activity in the university system. 

Mr. DuVat. I think maybe Mr. Nadler, who is head of the Office 
of Research and Intelligence and his interested subordinates who work 
in the Latin America area, are the people who would probably know 
best what the Communists are saying in Latin America. 

Mr. Oram. They being a research organization, they are the ones 
who assemble and analyze the overt Communist propaganda. 

Mr. Byrp. You mention films. You say more films for commercial 
showing are coming into the area. 

I happen to be a member of the Subcommittee on the Far East and 
the Pacific. Three years ago when the subcommittee visited that 
part of the world, we were told in various countries that the commercial 
films that were coming from the United States were not the kind of 
films that might be conducive to the building of a better understanding 
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of American principles and American attitudes and the American 
way of life. We were told that some of the films that were coming 
into the country were actually doing more damage and more harm and 
were more detrimental to our country and were damaging as far as 
the understanding of the native peoples toward our country was 
concerned. 

Would you like to comment on the films that are coming to South 
America, whether they are the kind that depict Americans as cowboys 
and as thugs and hoodlums, or whether they are the kind that would 
be edifying and would create a better i impression of our country and 
its purposes, its peoples, and the principles that they live by and their 
caiiediea toward their brothers in South America? 

Mr. Oram. Yes, I would be very happy to comment on that. 

Nearly all United States films go into Latin America. They go 
in on a strictly commercial basis. Latin Americans have grown up on 
United States films, almost as much as everyone sitting in this room. 

Now @m aware of a lot of controversy over certain films. I am 
also aware that there have been many excellent films. My judgment 
is that on balance, the film is useful and effective. Perhaps the ques- 
tion comes down as to whether certain films should not go abroad. 
This raises a question that I am certainly not competent to deal with. 
It is a question that has long been discussed. 

Now it is also true that the Communist films going abroad are 
carefully selected. First of all, they are carefully made inside the 
Soviet Union for very specific purposes, and not primarily for enter- 
tainment. I think we must accept the fact that the basic purpose of 
the film industry in this country is entertainment. It is not for 
ideological purposes. Theirs is. 

Nothing of Soviet origin that is shown abroad has any purpose other 
than to increase the belief that the U. S.S. R. has, today, the way of 
life that everybody should adopt. 

I think that we should pay close attention to the way they are 
increasing this activity. I think they recognize the long-range impact 
of films and intend to increase the number and varie ty of their offerings. 

As I said, the United States functions on a commercial basis. They, 
on the other hand, will make any kind of arrangement—including, 
I assume, paying to have the films shown. So put yourself in the 
position of a film distributor abroad. You get a film that you know 
will draw a good audience, and you get it at an extremely cut-rate 
price. It is good business. 

Mr. Scumipr. Mr. Chairman, may I make one other comment with 
respect to your inquiry? 

Mr. Byrp. Certainly. 

Mr. Scumip?. I think it is only fair to point out that the American 
film industry has been very sensitive to the danger that our films 
may create abroad a feeling adverse to the United States, and there 
is probably no other media that has been more cooperative than the 
American film industry in accepting advice from both the State 
Department and USIA. We are, of course, concerned with films 
that are most likely to create difficulty if shown in foreign countries, 
where our background and our sociological structure, out of which 
these films arise, is unknown. It is true, of course, that occasionally 
a film, because it is of high value commercially, does get into the 
distribution circuit abroad and raises difficulties. 
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Mr. Oram is entirely right in saying that in balance, enough of 
these films are seen abroad so that all facets of our life have been 
exemplified. Overall, it is a net plus, but we don’t deny that occa- 
sionally one gets out which focuses on a particularly bad spot in our 
culture and therefore is misunderstood abroad and becomes a rallying 
point for adverse comment and propaganda. 

Mr. Byrp. How long has this willingness to cooperate on the part 
of the film industry existed? 

Mr. Scumipt. Well, sir, I was not in Washington at the time it 
began but I believe that this is a product of about 4 or 5 years’ 
duration. 

Mr. Byrp. Then my subcommittee trip having been just 3 years 
ago, and not seeing evidence of such cooperation—if there is coopera- 
tion there is certainly a lack of effort to promote and to encourage 
the kind of films in those areas that would create a favorable attitude 
rather than an unfavorable one. 

Mr. Oram. Mr. Chairman, I would like to observe thi@that the 
heart of the problem really comes down to a question, I suppose, of 
control. Now I would like to state very clearly that the United States 
Information Agency is not controlling, nor does it presume to control, 
any legitimate business enterprise in this country. 

Mr. Bryon. I understand that, but does your Agency try to encour- 
age better films? 

Mr. Oram. Yes, sir; we do provide advice. Moreover, our field 
officers know and work with the American representatives abroad of 
the United States film industry, and I can say without qualification 
that there is the closest informal association here and in the field. 

Mr. Byrp. And there is an effort to discourage certain types of 
films? 

Mr. Oram. I believe that the film industry is very alert to this 
problem. The film industry, as you know, has several regulatory 
devices of its own making, with respect to what films should be shown 
within the United States. 

Now, it is a question of judgment; it is possibly a question also of 
opportunity, as to exactly how well this intention works with respect 
to any particular film. 

Mr. Byrp. Has Blackboard Jungle been shown extensively 
South America? 

Mr. Oram. I[ cannot give you an estimate on that, sir. I am very 
much aware of the difficulties caused by that film. 

Mr. Scumript. I don’t know how extensively it was shown. It was 
released in Latin America. It had already been there when I went 
to Brazil in 1956. May I say that Blackboard Jungle was the 
specific film that probably highlighted most dramatically the need 
for greater care in selection of films for distribution abroad. The 
practice on the part of the film industry of seeking advice began 
earlier. When Blackboard Jungle was shown, there were several 
countries—I was not in the Latin American area then, but I do know 
that worldwide there were several countries—in which it raised con- 
siderable controversy, one of them being Japan where I was at that 
time stationed. The whole controversy over the Blackboard Jungle 
and also over one other film, The House of Bamboo, has caused the 
motion-picture industry to take an even closer look at its overseas 
‘listribution in the last 3 years than it did before. 
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Mr. Byrp. Mr. Oram, this is a part of my final question. From 
your viewpoint as one who is interested in the dissemination of infor- 
mation which will create a better feeling toward the United States, 
what would you recommend or what suggestions would you make 
which would tend to solve the problems that have contributed to a 
breaking down of relationships among the countries of South America 
and this country—of course, with the emphasis on the work that vour 
Agency performs. 

We have had suggestions from others concerning possible solutions 
to economic problems and ways by which we might create better 
relationships, but from the standpoint of the USIA, what suggestions 
do you have that might help this subcommittee to arrive at a better 
understanding not only of the problems, but to arrive at some of the 
solutions to those problems, and by “problems,” I mean our own 
problems, the problems of creating better and closer and warmer ties 
with South and Central American countries. 

Mr. @Ram. You have asked a very large question. I can speak in 
terms of the techniques, or of targets, or lines of emphasis. 

Mr. Byrp. Maybe I would te nd to oversimplify the question by 
making this suggestion: For instance, do you think that one thing that 
would be helpful to us would be to translate more book titles into the 
native languages? Would that help put over the American story 
better, and the true American attitude? 

Mr. Oram. Yes, sir, without question. 

Mr. Byrp. Now, going from there just briefly, can you sum- 
marize—lI realize the difficulty in summarizing those things, but we 
have just summarized one which would be helpful. 

Mr. Oram. Otherwise I would suggest—and may I say that we put 
forth quite a case a year ago before the Appropriations Committee of 
things that we thought necessary to do in this area, things that we have 
not been able to ¢ arry out this year—certainly books. It is difficult to 
comprehend the hunger for books. 

Our book translation program has brought out pocket-size books 
on serious subjects which I am told in the city of Buenos Aires has 
outsold the popular, typical type poc ketbook that one buys in the 
drugstores. This is an indication that the student, the intellectual, 
the young labor leader wants to read, and he wants serious things to 
read. We concentrate on titles of political theory, for example. 
Recently in Buenos Aires we brought out The Federalist Papers. 
The question of constitutionalism has been quite pertinent in that 
country. We brought out The Federalist Papers to very good effect. 

Mr. O’Hara. Translated into how many languages, Portuguese 
and Spanish? 

Mr. Oram. In this area we deal only in Portuguese and Spanish. 
This particular project was designed first for Argentina in Spanish. 

Another area of book activity is textbooks. We have made pro- 
posals under counterpart fund opportunities to stimulate a very large- 
scale textbook production. A Fulbright professor in a country | 
visited not long ago was teaching American history and he said he 
had a difficult time because the classes that he taught seemed to know 
about the United States only up to the year 1776, plus Abraham 
Lincoln as a person, and then the tradition of the Mexican War and 
the intervention period of the United States and Latin America, 
I think the textbooks in universities are exceptionally important. 

27908—58——10 
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Another field of activity is the binational center activity. As I 
have stated, there are 72 of these centers. There are 30 or 40 more 
being developed. These organizations are private, nonprofit, non- 
political, nonreligious. In some cities these are just about the first 
community-type organizations of any consequence that the communi- 
ties have seen. This is because of the colonial tradition in the area. 
There is generally in the area still a lack of group organization and 
group action. One of the important things to do is to help create the 
kind of organization approach which permits a democratic form of 
government to progress. 

There are business organizations—years ago chambers of commerce 
came into being. Rotary is everywhere, and in later years labor 
organizations started coming along. 

We in USIA are a very specialized operation. In this case we are 
concentrating on cultural-type organizations which generally do not 
exist and are difficult to establish because there is no profit motive, 
there is no direct livelihood angle that is found in business and labor 
organizations. 

So I think we should spend greater effort in developing still more 
such organizations. 

Mr. Byrp. You are speaking of the binational centers? 

Mr. Oram. Yes, sir. 

Mr. Byrp. You are speaking of civic organizations like Rotary, 
Lions—— 

Mr. Oram. I would correct that. Insofar as our effort is concerned, 
I am speaking—— 

Mr. Byrp. Only of binational centers? 

Mr. Oram. Binational centers and related organizations. For 
example, there are several art museum projects between Brazil and 
a couple of museums in New York City. We, ourselves, did not 
establish those, but we, through personal contacts at both ends, lent 
a great deal of encouragement. 

‘Mr. Byrp. And although it does not enter your field of activity, 
you think it w ould be very well if there would be more civic organi- 
zation activity? 

Mr. Oram. Yes. I think in the university field it would be a won- 
derful thing if the United States universities could, shall we say, dis- 
cover Latin American universities. One of the difficulties has been 
that the American student wishes to go to Europe primarily for grad- 
uate study. I did it myself. 

I think there are ways, directly, without government intermediary, 
for United States universities to do much more directly with Latin 
American universities. Possibly foundations could be interested. 

Mr. Byrp. I am afraid I have led you out of the line of endeavor 
that I am trying to pursue. Up to this point we have suggested more 
title translations into Spanish and Portuguese, more activity on the 
part of binational centers. Now, are you getting into the student 
exchange program? 

Mr. Oram. Let me suggest this: The things I am talking about are 
things that need encouragement and stimulation. You start this 
process by being in a city abroad and having an idea and sitting down 
and talking with the dean of a university, for example. This is the 
invaluable and effective personal contact which starts these things. 
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Now, as to operating and financing, in some instances it may 
require more Government action. I hope that we can concentrate 
with very great vigor on that which can be done directly through the 
many organizations and many institutions of this country. This 
does require, however, a well-developed and competent field organ- 
ization within each mission—the public affairs officers and the Press 
officers and the cultural officers to stimilate these opportunities and 
to get them moving. 

Mr. Byrp. Do you think we ought to step up our student exchange 
program? 

Mr. Oram. Yes, sir; I do and I would like to make an observation 
there. There are many thousands of Latin American students in 
this country on their own. They tend to come from very few coun- 
tries, however. Hard currency countries—Venezuela, for example, 
Panama, Mexico, which is nearby, and Cuba. 

1 thmk that the step-up in student exchange, which is the recom- 
mendation of every one of our field officers throughout the area, 
must, of course, take into account the capabilities of students in 
those countries to achieve it through their own means. This re- 
quires considerable selection on a country basis and within a country. 

| think another very important point is to recognize that students 
come and go. If we are looking at students exerting influence on 
student organizations, then it immediately poses the question of 
whether one should bring up graduate students or students about to 
graduate and go into professional life. 

I think this is a very important point when one considers the 
makeup, attitude and action of the typical student organization. It 
is very clear that a standard and most effective Communist technique 
is to have what you might call the professional student, the fellow 
who goes into a university at the right age and remains a student for 
10 years and in his mid-30’s he is president of the student federation, 
X, or Y, or Z. 

This kind of organization can be extremely effective and it also 
helps explain, I think, why a large and generally favorable and 
reasonable student body—vis-a-vis, United States—can be encouraged 
and even motivated into acts of violence. 

So when I look at student exchange, I look at it in a much larger 
context than simply the technique of bringing people back and forth. 

I think that we should—— 

Mr. O’Hara. May I ask a question, here: Is there an organization 
similar to the African group operating in Latin America? 

Mr. Oram. Do you refer to the foundation? 

Mr. O’Hara. Yes. 

Mr. Oram. No, sir. 

Mr. O’Hara. I understand they bring Africans here, they take care 
of them and pay their expenses. 

Mr. Oram. There are many individual organizations involved with 
Latin America in one way or another, and not just in the field of 
education. You have the Rockefeller Foundation, all the health 
work it has done in Latin America. It has been a very great success. 
There is no foundation of the kind that you mention, and I believe it 
would be a wonderful day when sueh—— 

Mr. O’Hara. I knew very little about this. I went out to Africa 
House here in Washington and I learned much about this organiza- 
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tion which brings the students from African countries, and, I think, 
pays all their expenses while here. 

Mr. Byrp. Mr. Oram, have you any other suggestion that would 
fall into your field of activity, just as briefly as you possibly can, so 
that we can terminate our hearing, today? 

Mr. Oram. I believe that we ourselves need more money to operate 
an information and cultural program, concentrating on the targets we 
have mentioned. I believe not only should we see that more books are 
published, but that we should see that there is more literature in the 
form of pamphlets and reprints of articles and so forth made available. 
This requires money, it requires personnel, and facilities, and more 
than we have. 

I believe that we should do more in films designed for this area to 
portray the United States, what it is, and what it stands for. Not 
films of a general nature, but films designed to reach the Latin American 
attitude and mentality. Films cost money. I believe that the tech- 
nique of exhibits is a very useful one. For example, we have devel- 
oping now an exhibit of university presses. The university press 
idea is only now beginning to catch on. Through this exhibit, we 
hope to stimulate universities and publishing houses to develop the 
idea of university presses. 

I would like to characterize all of this by referring to a conversation 
T had night before last with one of the ambassadors from Latin America, 
He said that the thing that a lot of Latin Americans are going to 
remember about this exchange of letters between the President of 
Brazil and the President of the United States is the immediate and 
spontaneous and personal gesture on the part of President Eisenhower. 

The Latin American is a very personable individual and there is 
simply no substitute for dealing with him in human, informal ways. 

Mr. Byrp. Evidently, they don’t have the same impression of the 
Vice President that they have of the President. 

Mr. Oram. I would say again, Mr. Chairman, that I could occupy 
a great deal of time, here, in quoting leading newspapers and leading 
individuals in the area who expressed their great admiration for 
Vice President Nixon as a person and who at the same time stated 
their discontent with relationships as they now are. 

Mr. Byrp. You evidently didn’t mean to use the word “anti- 
Nixon”’ a little while earlier. You probably meant to say “anti-Vice 
President.”’ 

Mr. O’Hara, do you have anything else? 

Mr. O’Hara. Yes; 1 wonder if you could put into the record a little 
more about the circulation of what we call the classes of American 
democracy. I presume you are familiar with what resulted from the 
Chicago Daily News publishing reports from its correspondents all 
over the world on the unavailability of such classics as The Federalist 
in cheap, translated editions. This was the beginning of the Classics 
in American Democracy program, and I was much pleased to find the 
great progress of the program in Africa. You have suggested it has 
been wonderfully successful in South America and I wonder if you 
could put that in the record with a little more detail. 

Mr. Oram. I will be very happy to do so. 

(The information requested is as follows:) 
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List of books from the Classics in American Democracy series which have been 
translated into Spanish or Portuguese and distributed in Latin America, as of 
May 15, 1958, under the USIA book-translations program 











Language Copies 
Joseph L. Blau: Man and Movements in American Philosophy........----- teteeask vite z = 
fe ‘ . Spanish_.......... 15, 000 
Roger Burlingame: Benjamin Franklin, the First Mr. America.............- reat a 9,000 
Margaret Cousins: Ben Franklin of Old Philadelphia...................-__- Spanish_._.......- 5, 000 
De Touqueville: Democracy in America... .................................]}.-..- Gin. taneous 3, 000 
John Dewey: 
PRUOGREE CG CG iin eae els ch sb dcdns ede betick eicéa ede due Portuguese... -.---- 5, 457 
IIR TIE I i cite ccvdivicccomenapteny ed tbeineenchindcieocied jedilibamatametacnet 6, 000 
Reconstruction of Democratic Life. .........-.....--.---.--22--.- 22. Sountth....ii 5.0.2. 14, 000 
Oe EES LE DEE Portuguese_....... 6, 000 
Gans Lady: Thana Tetbereeth, 3 can wc cbc be teeb dbedewk cea Lo aed sb ootedvd 6, 000 
Dexter Perkins: The American Approach to Foreign Policy_................ Spanish........... 3, 000 
Car! Sandburg: 
Abraham Lincoln—The Prairie Years. ....................--.....-.-..-.|_...- Gi aiksntty 3, 000 
ee ett a! SRR RE, FE: TLR 3, 000 
Woemamisies “TC OORR: DTC TO ain wccscecrnictnteadenisicaeenetcms tna: Ne icecnutinibeasdacel 8, 000 
Thoreau: Walden and Other Writings..................-22.-22s----eenne-s- Portuguese........ 4, 000 
ee Be Bg A eR eo Tanaka an eientaleteiesiniidl <= 
Pada > |fSpanish_-......... | 10, 
Tees WeCeralee PUPS cee i idddctseddnnssdicacehancocneteedtibactenabnucdass fr mirtemeees Poe (!) 
WPA writers project: Constitution of the United States and Other Historical a Lekbdeeanaal 60, 000 
Documents. |\ Portuguese-....... 60, 000 
| 





1 In process. 


Additional list of books on themes relating to the Classics in American Democracy 
which have been translated into Spanish or Portuguese and distributed in Latin 
America as of May 15, 1958, under the USIA book-translations program 











Language Copies 
Adame, Honry: The Bansetinn OF * 9: 9s ccd ccs cascnditsneininteunsaues Portuguese__...._- 4, 000 
ih os cil icaciniiaibedelemioaisy 6, 000 
i ena ae tio | ey ere 15, 000 
Allen, Frederick Lewis: The Big Change.............................-....-- Spanish.........-. 5, 000 
‘CGD. .scccncs Ss 50, 000 
Dein, Fs, EP: Beek BAe is ciathinicw cect bdnitcldidecceae | Portuguese-......- als 500 
Baruch, B.: A Philosophy for Our Time_-_..-........--.--...-.-...---------| oa = = 
Berle, A. A., Jr.: The 20th Century Capitalist Revolution..................- iui Dice cutiéaiel 6, 000 
Childs, M. and Cater D.: Ethics in a Business Society....................-.- caso Giiaidwdactuead 5, 000 
GComuneesr. H. 8.; Tine Assewiens DEW... os. cite cot ccemesenuotcnnd Spanish-_......-- 13,000 
Coyle, D. C.: U. 8. Political System and How It Works................---.- OR as 4, 000 
Deies, A. Powell: Dias Vase Fecetcicndtnsnnvesntnsdubandcansibianct | Portuguese.......- 15, 000 
meetiner., F 2 Torkel HRIstoey OF GO Us Di cccncanccancdcwbcescctibcmncowsese tis OUI nticnimninind 15, 000 
eT a eee ee AAS eo Sica 42, 000 
SG, Ros POU CONGUE ocicksdnnsancinncininin pinbbntbktnhsnaeedetennes | Portuguese........| 45,000 
Highet, Gilbert: Man’s Unconquerable Mind.-...............-.....------.- BIE ci aecipesioard 4, 000 
- -w ; > te oe ee Lhcesbodth 35, 000 
eas Eh, Dt WES Te CI iecnc conncuicasctindeciesiondeheesaed \Portuguese........ 15, 000 
Lilienthal, D.: This I Do Believe____...-... sos boeendae tee anataaeae | Spanish_...... | 12,500 
Beth. David: Stery of WasGrew Wy i iiseidincaccacacankticawdecsetckauuu | Portuguese.......- | 6,000 
Nevins and Commager: Pocket History of the U. S..............-...-.....- | Spanish..........- | 15,000 
maner, Witte: Demowacy ti thO UU. Bic cvastcccscacdacdccutiacstwdcandiun to Bae i | 10,000 
Simon, Yves: Philosophy of Democratic Government-_-...............-...-..- | Portuguese........ | 5,000 
7 a al ‘ ‘ 5 A nn eS | 25,000 

og a eR ee ee ee ne a 


joe pebbeaceabe | 100, 000 





1 Denotes combined distribution in Latin America and Spain. : 
?In addition this publication was serialized in Manchete of Sao Paulo, the second largest magazine in 
Brazil in Portuguese and was supplied in Spanish in a leading Brazilian newspaper, Diario de Noite (85,000). 


Mr. O’Hara. I want to congratulate you. I think you are doing a 
wonderful job, and I think you need more money. 

Mr. Oram. Thank you very much. 

Mr. Byrp. Mr. Oram, I want to express appreciation to you, too. 
I don’t want to get into any extended colloquy concerning this point, 
but I assume that you feel there ought to be greater emphasis put 
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upon the teacher exchange program, too. We ought to have more 
teachers from South America and more American teachers going down 
there. Would you recommend a greater exchange of teachers as well 
as students? 

Mr. Oram. Yes, sir; I would. 

Mr. Byrp. I want to thank you. I think that your testimony has 
been helpful. I trust that I didn’t interrupt you when you were sum- 
marizing the points that deal with your own field of activity, by which 
we might improve our situation. I suppose you have completed your 
suggestions? 

Mr. Oram. Yes. 

Mr. Byrp. I want to thank you and those who have come with 
you and I also want to express my appreciation, as I usually try to do, 
to our wonderful staff for its patience and cooperation in making these 
nearitigs possible. Thank you for permitting us to delay your lunch, 
also. 

Mr. Oram. Thank you, Mr. Chairman. May I add this thought: 
We would be very happy to gather together any kind of background 
on our work or on Communist activities in the area that may be of 
help to your committee later on. 

Mr. Byrp. Thank you. 

Thank you very much. 

(At 2:05 p. m., the subcommittee adjourned, to reconvene Monday, 
June 16, 1958.) 
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MONDAY, JUNE 16, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met in executive session at 10:45 a. m., in room 
G-3, United States Capitol, Hon. Robert C. Byrd (chairman of the 
subcommittee) presiding. 

Mr. Byrp. The subcommittee will be in order. 

This morning we have with us Mr. Pedro Beltran, publisher of La 
Prensa, Lima, Peru, and we are going to discuss relations with Latin 
America, particularly with regard to the country of Peru. 

Mr. Beltran has some other appointments, one with the Vice 
President, I believe, at 12:30, and it will be necessary for him to get 
away from the committee, of course, in time to attend his scheduled 
meeting. 

Mr. Beltran, if you have something in particular you would like 
to say concerning the subject, you may proceed, after which we will 
have some questions. 

Mr. Chiperfield, we are delighted to have you with us today. 

Mr. Beltran, please proceed. 


STATEMENT OF PEDRO BELTRAN, PUBLISHER, LA PRENSA, LIMA, 
PERU 


Mr. Betrran. Mr. Chairman, first I want to say I am sort of 
afraid about saying anything because I have lived in this country so 
long and I feel so much at home here that I always find myself speak- 
ing too freely about conditions here and speaking as if 1 were from 
this country which, of course, one should not do except with very 
close friends, who sort of encourage you to act that way. 

But coming here for a meeting for the first time, I am afraid I may 
let myself go and do the same thing which perhaps I should not and 
so I want to apologize in advance, although I shall do my very best 
to speak as one coming from a foreign country and not as being one 
from this country who is free to criticize anything. 

I say ‘‘to criticize’ because I think unfortunately conditions at 
present should worry everybody. I do not think that we can talk 
about this problem as your problem. I think that, to start with, is 
the wrong approach. We should talk about our problem. 

You may have many local and domestic problems, as we may, but 
the problem of inter-American relationship is our problem. You can 
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never say that it is your problem or my problem. It is “ours,” 
meaning all of us, you and all the other countries. 

We are too close together and it is only by realizing that we stand 
or fall together that we can approach this problem fr om 1 the right angle. 

Individual survival in this hemisphere nowadays is entirely out of 
the question. If war were to come, we would all be in the same boat. 
There is no question. 

Wein the south by ourselves could not possibly withstand a Russian 
onslaught. 

Also, if the enemy were to set foot in the south, that would create 
a terrible problem for this country. It is, therefore, only by realizing 
that we stand or fall together that we can at all come to a proper 
appraisal of what is the problem. 

Now, you have seen what has happened when Mr. Nixon was there 
a few weeks ago. I think it shows that the)Communists understand 
this problem so well—which should not surprise us because they 
certainly know how to make an analysis of problems anywhere, and 
are remarkably well trained to know how to stir up trouble. 

As you know, they follow no principle. They just try to find out 
what would stir up public opinion at any time and they play on that. 

To think that the Communists are a minority in our countries and 
for that reason are not dangerous is to forget that nowhere have they 
won an election. 

Lenin, for one, when he arrived in Petrograd from Switzerland, 
when he made his speech in the railway station, was booed by every- 
body and people said, ‘“‘Well, Lenin is finished.” 

Well, he was not finished. Before the end of the year he was in 
control of the whole of Russia. That was an extreme case, but the 
same has happened in every other country. 

Therefore, the fact that they are not a majority and are not yet in 
control of any country does not mean anything. We should, in fact, 
worry about this problem before and not after, because once they 
seize power it is very difficult to put them out. 

All this trouble during the Vice President’s trip, let me say it 
again, shows better than ‘anything else how well they understand the 
problem. They could not go as far as they would like to go for two 
simple reasons. 

First of all, they did not feel they were sufficiently strong to go 
further and, second, the Vice President’s behavior certainly did not 
help them in any way because he faced all these difficulties with a cool 
head and with great determination and in a very manly way and 
certainly his standing today, particularly in those countries where he 
met with trouble, is much higher than it has ever been before. 

Had they gone further, had they dared to go further and succeeded, 
look at the breach that could have developed i in the American family 
of nations, a breach very hard to heal. They will not stop short of 
anything. 

Mr. Byrp. Let me ask a question right here. 

Why do you say if they had dared go further, or if they could have 
gone further? 

Now, I have the impression that they went to the limit because 
inadequate police measures were taken, whereas if adequate police 
measures had been taken, they could not have succeeded in going as 
far as they did. 
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I have the impression that they went just as far as they cared to go. 

Mr. Betrran. I will say they went no further because they felt they 
could go no further. 

Mr. Byrp. Why do you suppose they felt they could go no further? 

Mr. Bexrran. Because they had no bac king in public opinion in 
general. Take the case of what happened in Lima. I have not 
been to Caracas since these events, but I was in Lima—I was not on 
the spot when this happened, but the boys on the paper made a per- 
sonal report to me immediately after. 

The Communists very ably had managed to stir people, mostly from 
the university, combined with men they took there, and they had a 
sizable crowd which was, apparently, backing the Communists. Al- 
though if you were to see the crowd, not so many of them were active. 
But people who go out of curiosity, but who are not willing to react to 
what they do not agree with, help make the thing bigger. 

When Nixon, after all the trouble—only a quarter of an hour after- 
ward or so—drove from the hotel where he was staying to a luncheon 
that was given for him, and the car drove through some of the main 
streets and had to drive very slowly because the traffic is heavy, it is 
amazing how no one man said a word against him, whereas a large 
proportion stopped the car and knocked at the window and had him 
lower the window to shake hands with him, and tell him they pro- 

tested against what had happened. That was the best evidence that 
what had happened earlier in the day had been very well organized, 
and very well led. 

The slogans were just the right thing. The extraordinary thing is 
how Communists manage to get so many people, many of whom have 
nothing in common with the Communists, people who have never 
sided with them or sympathized with them and yet contribute, not 
in a very active way, but contribute, by being there and not pro- 
testing. 

I say they went no further because they knew they could go no 
further. 

Mr. Byrp. Why did they know? Evidently the police measures 
that were taken were not enough to convince them they could go no 
further. 

Mr. Bettran. That is only more proof of what I am saying. 
Had they had a very strong police guard then they might have felt 
that if it were not for the police they would have had a great deal 
more backing, but as it was, it was quite evident that they did not 
have general backing. 

It is a typical case of how you can get a crowd led by the Com- 
munists, drawn by the Communists and yet made up of many people 
who do not side with the Communists. You see, that is where they 
are past masters. It is true they have been at the game for so long. 
They have one or two slogans and they turn the crowd against a 
particular man who represents so much as did the man who was 
representing this country there, but who is made the goat, shall we say. 

Mr. Jackson. May | interpose an observation? 

It happens that this sort of thing is by no means new in Latin 
America. I have in mind a memorable 9th of April 1948, in Bogota— 
where the Communists again demonstrated their capacity to create 

a state of anarchy and chaos with very few people. At Bogoté they 

rallied everyone who had a complaint of any sort against anyone. 
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The Communist ability to organize, when the occasion demands, or 
when an opportunity offers, or when there appears to be a vacuum, was 
never better illustrated than at Bogota where the liberal leader Gaitan 
was assassinated in a restaurant; as you will recall, Mr. Beltran, 
across from the Granada Hotel at about noon. Almost simultaneously 
riots broke out elsewhere throughout the country. 

This demonstrates a very highly developed form of communication. 
The important point is, however, that the Reds attracted, as you say, 
not only those who might not personally have liked the Vice President 
in Lima and elsewhere in Latin America, but those who had a grievance 
on copper, or lead, or zine, and those who disagreed in general with 
other American trade policies. 

I can understand the situation you describe where the Communists 
might go so far and then fear for the continued support of those 
standing in the rear ranks, if additional violence had been attempted 
against the Vice President. 

Thank you, Mr. Chairman. 

Mr. Byrp. Thank you. 

Mr. Beltran, are you saying that the demonstrations were Com- 
munist inspired? 

Mr. Bettran. Oh, without any question. 

(Discussion off the record.) 

Mr. Byrp. I would like to pursue this question just a little further. 

Let me say that what we are interested in today is knowing more 
about our relations with Peru, what has caused them to deteriorate, 
if they have deteriorated; what, in your opinion we in the United 
States can do, what we in the Federal Government of the United 
States can do, to improve those relations? 

That is what the subcommittee is very much interested in. We 
would like to know the strength of the Communists, numerically 
speaking, percentagewise and so on. 

Could you state what is the numerical strength of the Communists 
in Peru? 

Mr. Betrran. As I tell you, it is not a question of numbers. In 
the old days, in so many cases, by being on good terms with one man, 
you could be sure of what the country would do. But today you have 
to deal with public opinion. Governments come and go but the people 
stay, and the people today think. There is a free press. There is 
public opinion. People know what is happening. 

You have got to win the people over and not any longer one single 
man, and that is where I think the effects are being felt, of not realizing 
that conditions are fundamentally different from what they were in 
the past. 

The Government today—your Government, this Government—is 
in many cases and in many ways helping our countries in the interest 
of the people, but it is not always known. 

We have a terrible problem in housing, for instance, in Peru, like 
in most of South America and in most countries all over the world. 
If you were to say, “Well we are going to give a grant of so many 
millions to help tackle the housing problem,” I know very well what 
effect that would have on the people at large. 

Mr. Jackson. Mr. Chairman, we spend a considerable amount of 
money every year—the Government does, the United States Govern- 
ment—on various agencies whose sole function in life is to make these 
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things known. I think of the United States Information Service. 
They have libraries and some of their people in Lima. As a news- 
paperman, you probably get a number of handouts from them. 

Mr. Bevtran. Yes. 

Mr. Jackson. Are they doing a good job in making known what is 
being done? 

Mr. Bettran. A very good job, but not in everything. 

That is what I say: What happens today is that the problems are 
not always being tackled according to the realities of today and things 
are radically different from what they used to be. 

Today we must get to the people. I mean we are not interested in 
governments, nor in the people in the government. We should be 
interested in the people sets cl when people get to know in our 
countries that we are getting help from this country and that it is 
being done without asking anything in return and it is being done 
because you think it is in your own interest to help us, you will see 
what will happen. 

You see the people have to be won over. This is really a family of 
nations in our hemisphere it is a family with their homes in the same 
block of houses, and therefore the problem of one home is of interest 
to all the others. 

If a fire breaks out, it would be not only the problem of putting it 
out but of preventing it from spreading. It would be much better to 
prevent the fire from breaking out. 

We must think about things as they are today in accordance with 
realities. 

Mr. Byrp. Mr. O’Hara, do you have a question? 

Mr. O’Hara. I would suggest, Mr. Chairman, we have with us the 
former chairman of the full committee, and the present ranking 
minority member, and I am happy to give way to Mr. Chiperfield. 

Mr. Byrp. Mr. Chiperfield. 

Mr. CurperFIELD. Mr. Chairman, I have been very much inter- 
ested in this discussion. I have been convinced by what I have read 
in the papers that this feeling against Vice President Nixon was 
Communist inspired. It must have been well organized. 

I was interested in Mr. Jackson’s comments concerning Bogota. 
Now, I had just the opposite experience. I was a delegate to Vargas’ 
inauguration. Heading our delegation was Nelson Rockefeller. As 
we went to the inauguration our delegation was held up by the crowds 
and we were delayed. We had to get out of our cars, Mr. Rockefeller 
and the rest of the delegation, and walk perhaps a mile or a mile and 
a half to get to the inauguration on time. 

Well, this crowd recognized Nelson Rockefeller and our Ambassador 
and spontaneously a feeling arose. There was an American delegation 
there. They cheered us; they threw flowers at us, and how emotional 
the ordinary man in the street is in those countries was illustrated 
several times. They would jump up and down and shout ‘The 
Americans are coming, the Americans are coming.” 

They asked our delegation to appear on one of the little balconies 
and they cheered us. 

To me, I can see how the Communists can very easily arouse the 
emotions of a crowd like that. They could arouse them for us or 


against us. It seems to me that there was an organized movement 
against us. 
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I think the point which you raise, sir, is one of the most important 
of all with regard to our policy and that is getting to the people, not 
to the dictator or to the head of a government, but to the people and 
let them know what we are trying to do and what we are trying to 
accomplish in those countries. If we do that, I think a great many of 
our problems will be solved. 

I have been very much interested in your observations and I am 
pleased to be here and I thank you for your presence. 

Mr. Byrp. Mr. Chiperfield, I apologize to you for not calling on 
you. The subcommittee is certainly honored by your presence with 
us and we are delighted to have your contribution. 

Mr. CuirerFieLp. Thank you. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. You were on a TV program yesterday, were you not? 

Mr. Betrran. Yes, sir. 

Mr. O’Hara. Unfortunately I did not witness the program, but I 
am told it was tops, and my informant especially praised your con- 
tribution and that of the former President of Ecuador. 

I am concerned with one phase of our relations with our sister 
republics on which I would appreciate having your views. Are we ina 
sense interfering in the domestic affairs of another nation when we 
give the appearance of being partisans in political contentions in a 
sister republic? Iam referring specifically now to Cuba, the Domini- 
can Republic, and the former administration in Venezuela, because if 
I recall correctly, you made some reference to them. There are those 
who advocate our taking at least a strong vocal part in discussions 
on what is happening in a political way in our sister republics. It 
has been my thought that we carefully should avoid in any way an 
appearance of interference in the domestic affairs of another country. 
I think you hold a viewpoint somewhat different. Would you wish 
to comment on that? 

Mr. Betrran. I think it is all a question of what we call inter- 
ference. ‘To ask this country to officially say ‘“‘we don’t like to have in 
Santo Domingo one of the worst dictators,” I think would not be 
the proper thing, much as we might want it. But at the same time 
do you not think that it would not be interference in the domestic 
affairs of any of those countries, not to give a medal to Perez Jiminez, 
one of the worst rascals who has ever run a country? 

Mr. O’Hara. I get your thought that in any specific instance when 
we confer an honor to the head of state, by inference we are approving 
that government. If we gave a medal of honor to one who in our 
judgment and according to our standards was a good president and 
withheld it from one who in our opinion was not a good president, 
would that not be construed as moral interference in the domestic 
affairs of friendly nations, at least to the extent that we were sitting 
ourselves up as judges? 

Mr. Bretrran. Perhaps it would be interpreted so, but I would 
rather have that kind of interference than the opposite. 

Mr. O’Hara. Would you agree with me that perhaps the best 
policy might be not to give medals or tokens of approval to any heads 
of government? 

Mr. Betrran. I am with you 100 percent. 

Mr. O’Hara. Then there could be no question about it? 

Mr. Betrran. Certainly. 
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Mr. O’Hara. No one, of course, would want to interfere with the 
freedom of the press, and what our newspapers and magazines print, 
either as news or as editorial comment on foreign investments is in 
the exercise of their rights and responsibilities. But what would you 
say about Members of Congress expressing opinions of governments 
in foreign countries? Is it possible that their words, coming from a 
Member of Congress, even though in fact speaking in a personal 
sense, might be construed as being representative of congressional 
thought? 

Mr. Betrran. I think it would be safer not to express an opinion. 
I agree with you. 

As you say, one might make a mistake. If you are judging govern- 
ments rightly, other people might think differently, and woul then 
be praising someone who really does not deserve it. 

Mr. O’Hara. What is the measure of dictatorship? When would 
you say the government of an American republic takes on the form 
of dictatorship? 

Mr. Betrran. I do not think that question can be answered. I 
think it is a question of the standards at the time when that question 
is put. Today a dictator is anyone who shows any use of force. A 
few years ago many who showed some force were not always con- 
sidered in the same category because they were so much better than 
others. 

Today standards are much higher. Democracy has spread so much. 
Finally, the preaching is having its effect, and it is becoming very 
unpleasant for governments of force. 

Look what is happening to Batista. The only exception seems to 
be Trujillo, who is proving to be a past master in the art. Public 
opinion is not evident in the Dominican Republic. You have to 
start from scratch there. 

That is why you have to be so careful when helping a government 
to arm. Such help cannot be given indiscriminately. Rather stop 
such help altogether until you can make sure that you are not giving 
arms to a dictator, making him all the stronger to prevent the estab- 
lishment of a democratic government. 

Mr. O’Hara. I thoroughly agree with you that we must reach into 
the hearts and the minds of peoples in our sister republics. This 
subcommittee is seeking to find how we can do that most effectively. 
Have you had any occasion to observe the working in your country 
of our educational program and how students and teachers are selected? 

Mr. Betrran. No, I really have not. 

On your previous point about having to win over people, I say this: 
The first thing is in no way to think of what may have been done 
before. You have to start from scratch. 

I have been going to the same doctor for 20 years, but it never 
occurs to him to treat me in accordance with what his diagnosis was 
20 years ago, but by what he finds today. 

Mr. O'Hara. Thank you. I have already trespassed a little upon 
the chairman’s time and my colleagues’ time. 

Mr. CurpPerFiEeLp. Mr. ( ‘hairman, may I ask one more question? 

Mr. Byrp. Surely. 

Mr. CurPeRFIELD. What do you think about our policy of recogni- 
tion of countries in South America? For example, if there is a military 
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coup we have a policy of recognizing leaders of the coup. Is that 
interference in the internal affairs of your country? 

Mr. Bettrran. That is a difficult question to answer but, as a 
general proposition, I should say that in most cases you cannot do 
anything else. There are exceptions, naturally. I mean, for instance, 
the uprising in Bogoté the other day to prevent the democratic 
government from taking over—well, that was a case where you could 
have withheld recognition had it succeeded. 

Mr. CuiperFIELD. In other words, you think it is all right to 
recognize the de facto government? They are there and you have 
to deal with someone? 

Mr. Betrran. In general there is nothing else you can do. There 
are exceptions, though. I have just mentioned one. 

Mr. CurperFieLp. Thank you very much, sir. 

Mr. Byrp. Mr. Jackson. 

Mr. Jackson. In an effort to boil it down, Senor Beltran, to deter- 
mine the fundamental roots of the difficulty, to try to pinpoint the 
several factors which may have contributed to deterioration, and 
parenthetically let me say that I do not believe that the several 
demonstrations in Latin America were representative of any wide- 
spread feeling in the countries concerned. 

I have just jotted down seven pomts which may or may not con- 
tribute to what appears to some to be a deteriorating position. 

I should like to get their relative importance, if they are in fact 
at all important, from your standpoint. I think you have already 
touched on Communist agitation generally as contributing to turmoil 
and dissention. 

Now, what about United States trade policy generally? Is there 
a widespread disapproval or resentment against United States trade 
policy? 

Mr. Betrram. There are in many cases, some which I think are 
reasonable and some which I think are unfounded. But then if 
you will excuse me for going back just a little on what I have said before, 
if to deal with hemisphere relations, you need men who have no other 
problem in their hands, who do not have to worry about what happens 
in the Middle East, or about whether Germany is unified or not—even 
though we all in this room, I am sure, agree to the last with what we 
would like to see happening i in Germany and the Middle East—men 
who are not concerned with those problems, but who have only one 
field of action—that of being in charge of the problems of the hemi- 
sphere. 

Then they could give all their time to those problems, none of which 
are half as difficult as they seem. 

When we come to trade, there are different cases. 

Take for instance, the import of things, the price of which is artifi- 
cially maintained by your Government and is costing this Government 
an awful lot of money. It is also costing consumers in this country 
a great deal of money to buy things at that level, but now if you 
were to extend that benefit to outside producers you would want 
them to do what you are doing in your own country—limiting produc- 
tion. And limiting production would in effect be a quota. 

On the other hand, when you grant large import quotas to some 
countries and ridiculously small ones to others, that is without any 
question unfair discrimination. 
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And when world prices go down and you are one of our markets 
and you act without taking into account how greatly you would be 
hurting us by raising your tariffs, for instance, that has a very, very 
bad effect on inter-American relations. It is precisely the kind of thing 
on which the Communists can successfully base their propaganda. 

Mr. Jackson. It is a very complex matter. 

Mr. Beurran. It is very complex. It can only be studied by 
somebody who has nothing else to worry about. 

When Mr. Chiperfield mentioned Nelson Rockefeller, for instance, 
Nelson was here all the time I was here, but that man ‘did not think 
about anything else but our problems. He lived for them. Not 
8 hours a day or 10 hours a day, but 24 hours a day. 

Well, naturally, he was known everywhere. He would move from 
one place to the other and he had nothing else to occupy his mind. 
Nothing else to worry him. 

That is what we need. Maybe you think we are sort of spoiled, but 
I mean it has to be taken into account. If we want to bring the family 
together, we have to take into account the idiosyncrasies of each 
member of the family. 

Mr. Jackson. Is there any considerable, shall I say, residual fear 
respecting “gringo imperialism” today, in terms of the fear as it 
existed rightfully so, | might add—30 or 40 years ago? 

We know the Communists will play on that theme but is there 
actually and among thinking, intelligent people, any fear as to im- 
perialist design by the United States against the Republics of Latin 
America? 

Mr. Be._tram. I would say not among reasonable people. Some 
people who make speeches and think they can stir up public opinion 
do say that, but we have just seen what happened in Lima. As | 
mentioned before, the Communists did mention imperialism and people 
who have nothing in common with the Communists actually repeated 
the same thing. But there is no possible answer when you tell them 
what you have just said: ‘Are we talking about a hundred years ago? 
Are we talking about a war with Mexico? Or are we talking about 
now? The United States has fought in this century two costly and 
bloody wars which might have been lost if it had not been for you. 
You have come out of the struggle as the greatest power, but, have 
you asked anything in return? Has the United States taken advan- 
tage of the victory to seize even as much as 1 square inch of foreign 
territory or have they followed the Communist example of subj ugating 
other nations?”’ 

We are interested in the conditions of today. Who can question 
the honesty of this country? When he talks that way the word 
‘“imperialist”’ will never be heard again. 

I think you are entirely right. It is a thing of the past. If they 
bring it up again, they should be contradicted. If nobody contradicts 
them, they will get away with it, but I hope in every country there are 
some people who are willing to put up a fight against all this nonsense, 
and stand for the truth. 

Mr. Jackson. Now, what about local United States representation? 
I realize that you might be hesitant about discussing this aspect. 
However, again it is entirely off the reecord—and, if 1 may presume, 
Mr. Chairman, to say, that anything you care to say at any time, 
which you do not even want on the committee record, can go off, 
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Am I correct, Mr. Chairman? 

Mr. Byrp. That is correct. 

Mr. Jackson. We are interested in a thorough exploration of the 
subject. How effective is United States representation, generally? 
I am not going into the question of personalities. 

Mr. O’Hara. Would you yield fora moment? Perhaps the witness 
could answer more frankly if it were not taken down. 

Mr. Jackson. I think it might be a good idea. 

Mr. Byrp. Let me ask the witness. We would like to have it on 
the record, if he oe no objection. 

Mr. Betrran. I do not have any. I am today in a very fortunate 
position to answer that question. 

Mr. Jackson. I should like to know about it. 

Mr. Betrran. In the past we have had, sometimes, a sad experience 
in our country with diplomatic representation, but we are very fortu- 
nate at present in that respect. In fact, for years we have had a suc- 
cession of first-class ambassadors. 

I can only say it is our own experience—I have not been elsewhere— 
I have met and I know some of the ambassadors in the other countries, 
and particularly those in the nearby countries, but I am not saying 
that they are good because they are friends of mine, but because of 
the way they understand their duty and the way they act. 

Mr. Jackson. That takes care of the ambassadorial level. What 
about the lower echelons? I touched on USIA, the Information 
Service. What about the commercial attaches, the agriculture people. 
Does your general observation extend to the work they are doing? 

Mr. Betrran. On the whole, they have been rather good. ‘Not 
only in the last few years, but for quite a number of years. Of course, 
they have not all been tip top men in the lower echelons, as we have 
been lucky enough to have in the ambassadorial rank, but, on the 
whole, there is nothing to be said against them. You know very well 
in a big service like a diplomatic service it is impossible to have every 
man to be an outstanding man in his line, but, on the whole, the 
standard has been high. 

Mr. Jackson. Who is the chief of mission now? Who is the Am- 
bassador? 

Mr. Bettran. Theodore Achilles. He has had, before, a distin- 
quished career, particularly in Europe. In NATO, he was very 
active. He has been in Peru for less than 2 years, yet he has got 
to know the country very well. He is a good friend of Peru. 

Mr. Jackson. We have in almost all of the countries—I do not 
know whether we have a military training mission in the Argentine 
yet, or not. We did not have, for many years, but I think, almost 
without exception, that in the other Latin American Republics we 
have military training missions who are there for the express purpose 
of training the military forces of the country in the use of equipment 
which it is contemplated might be used. 

Is there any considerable public outery—again, aside from the 
Communists—let’s put them aside; they are going to rant at every- 
thing we do—is there any considerable sentiment which works to the 
disadvantage of good rel: ationships between the Latin Republics and 
the United States simply by virtue of the fact that these military 
groups are in these countries? 

Mr.. Bretrran. I would say, most emphatically, no. 
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Mr. Fasceiyt. Would you advocate a policy by the United States 
Government that no loans should be made or no grants should be 
made for nonmilitary purposes to any Latin American country unless 
that government agrees on full public knowledge and disclosure in its 
own country of such loan or grant? 

Mr. Bretrran. I think that is a good idea. I had not thought of 
that. But I do not see why you should have to ask their consent. 

Mr. Fascetu. Basically, because they happen to be a sovereign 
country. 

Mr. Be_TraNn. A sovereign country can negotiate with another. 

Mr. Fasceuu. I understand that. In other words, you agree it 
would be a good policy for this country not to make a loan or grant 
unless they get agreement from a recipient country that it shall be 
with full knowledge and disclosure? 

Mr. Betrran. It should be made known that you always do it as a 
matter of course. 

Mr. Jackson. Again this is a puzzling thing. I will take a case in 
Peru. I am not being contentious here, Senor Beltran. South of 
Lima, down around Pisco, we have Technical Cooperation people who 
have this reclamation project designed to supply water to about 5,000 
acres of desert country somewhat inland. They have drilled through 
a mountain to bring the water from a river and put it on this land. 

I was down there and the place was practically draped with crossed 
Peruvian and United States flags. There were plaques on every 
physical installation which said, “ Through the cooperation of Peru and 
the United States,” and I was very much impressed. I had the 
feeling that perhaps it was being overdone in this one particular 
situation. 

So I am somewhat surprised to learn that adequate publicity is not 
being given in other instances. 

It has been my experience, as you have pointed out, that the govern- 
ments of Latin America of which I have any knowledge and a we 
have such joint projects, have been more than willing to insure that 
adequate publicity be given. As a matter of fact, I believe that 
provision to insure this is already in the law. 

Mr. Fascruu. I do not know whether it is or not, but human nature 
being what it is, I can visualize that an enterprising head of a govern- 
ment in Latin America would come up with a whole group of projects 
which would be extremely helpful to his people and he would like to 
get full credit for those projects. So he would come to the United 
States for aid and cooperation based on a gentlemen’s understanding 
that we would allow him to take full credit. 

I do not know that that is the case. 

Mr. Bettrran. Look at the World Bank. They always publish 
every penny they lend. 

Look at the Export-Import Bank. They are also doing it and they 
never ask the consent of the other party. It is their policy. . When you 
go to them, you know it will be known. 

Mr. Fasce.u. Operations on a government-to-government basis 
should also adopt the same policy. 

Mr. Jackson. Perhaps we should put Mr. Beltran on the mailing 
list for the ICA bulletins. 

Mr. Fasceuyu. Now, let me ask one other thing since time is running 
short. 
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Mr. Byrp. Will you withhold for a moment? 

Mr. Fasce.u. Certainly. 

Mr. Byrp. Is there any hesitancy on the part of the local press to 
give America credit for what it is doing there? 

Mr. Betrran. I would not say that of Peru; and in the other 
countries, it would surprise me, except where they have Communist 
leanings, of course, but I would not think so. 

Mr. Byrp. If you will withhold further, Mr. Fascell, I think I have 
one kindred question. 

Mr. Fascre.u. You go right ahead. 

Mr. Byrp. How many newspapers in Peru are Communist-owned? 

Mr. Betrran. I should say in all about three publications, but they 
are not dailies. One is weekly, another one is from time to time, and 
another one is monthly, I think. 

Mr. Byrp. Three out of what total number? 

Mr. Bretrran. Apart from those 3, there are 5 dailies and over 
half a dozen weeklies. 

Mr. Jackson. In the whole country? 

Mr. Brettrran. Not in the whole country because there are many 
other papers, I was referring to Lima. In practically every town of 
any size there isa paper. None of them are Communist that I know of. 

Mr. Byrp. You would say there are only about three weeklies in 
Peru that are Communist-owned? 

Mr. Betrran. I think so. 

Mr. Byrp. Mr. Fascell, you may proceed. Thank you. 

Mr. Fascetu. I think you will find we are all in agreement, Mr. 
Beltran, on your philosophy of dealing with the people of any par- 
ticular place, which certainly I subscribe to wholeheartedly. The 
only di flic ulty I have is this: How can a foreign government deal with 
the people of a local government directly? For example, how can 
the United States deal with the people of Peru and exclude their 
Government? 

Mr. Bretrran. I have given the wrong impression if I have said 
that. I will talk about Peru because that I know about. In Peru 
the housing problem is a shocking problem. 

Two years ago the Government appointed a commission. I happen 
to head it. I came here and I was lucky enough to get the tiptop 
men in this country on housing. Well, we spent an awful lot of time 
and finally the report came out. The ICA is now translating it into 
English and will have it as a pattern to send to their men all over 
the world. 

Now, we do not have the money to go ahead with it. Supposing 
this Government came out with a grant and said, ‘““‘We are going to 
give a grant of so many million dollars for the exclusive purpose of 
carrying out the housing project.’”” That would be news for a long 
time to come. 

Mr. Fascetu. Should this offer be made with no negotiations with 
the Peruvian Government? Supposing the United States would just 
announce as a result of the studies of your Commission, ‘ “Today we 
have decided to give $200 million to Peru to build houses 

The Peruvian Government might say, ‘‘Now, wait a minute.” 

Mr. Betrran. I was not suggesting that. You have to approach 
the Government before, in any case, and act in full agreement with it. 

Mr. Fasce.u. In other words, you suggest no unilateral action by 
the United States Government? 
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Mr. Bettran. Going over the heads of the local government? 
Certainly not. 

Mr. Fasceuu. In other words, what you are emphasizing then, as I 
understand it, is the type of things that this Government should do, 
are those which are very easy for the people in another country to 
understand are for their benefit. 

Mr. <fopn eer Exactly. 

Mr. Jackson. I think it was Benjamin Franklin who once said the 
way to make an enemy is to loan him money and another good way 
was to give it to him. 

Now, this brings up a fundamental debate we have had here. 

Take the erection of X number of thousands of houses—I do not 
presume that the Government is going to give these houses to people 
who will live in them. They are going to be required to pay some 
rental. Is this not the case? 

Mr. Betrran. Not only rental, but even facilities to buy them, 
which is the real goal. 

Mr. Jackson. I am not taking issue with the report, but merely 
going to this philosophy, the sande to whom you give things are some- 
times not as grateful as it might appear they should be. Ts the grant 
idea better than a loan at —now, I am not trying to make money. 
This is not economic imperialism. 

Is it better to give this money as a grant, or is it better to make it 
available on such terms as might be mutually decided upon which 
would place some responsibility with the individual who is going to 
live in that house for 20 or 30 or 40 years—I pose this as an academic 
question—whether it is better to give somebody something for nothing 
or better to give him a sense of responsibility when you lend your 
good offices and assistance? 

Mr. Brettran. You are talking to someone who does not believe 
in grants, and who thinks it should all be so that people do not get 
used to living on the help they get from someone else, so as a general 
proposition I would make provision for the service of a loan on the 
best possible terms at the lowest rate of interest, on the longest period 
of amortization, but at the same time in times of emergency when 
we find something that will go deep in public opinion, let’s not miss 
the opportunity because they do not come up every day. In some 

cases only a grant will meet the purpose. 

Now, I am speaking of something where you have a program. 

If they come and say, ‘Give us money for housing,” I would say, 
not a penny because you know you can spend millions and millions in 

“Housing” and get very little for it, but when there is a proper program 
worked out, and the best men here tell you, ‘Well now, this is worth 
while, this is the only way to do it,” and every precaution is taken and 
all the experience available has been taken into account, it is different. 

I think I would choose the grant, but I would do it very sparingly 
and only in very hard times like at present when all these countries 
are suffering from a tremendous lack of foreign exchange, and there- 
fore any he Ip coming now will be of additional benefit and be appre- 
ciated in a way in w hich it would not have been were things different. 
A year ago I would have told you on the easiest possible terms, make 
aloan. Ido not think I would say that today. 

Mr. Byrrp. We have been dealing now with the economic phase of 
the problem. Yesterday on the television program I think you stated 
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that the problem basically was not an economic one, but that it was 
a psychological one, or a spiritual one. 

Would you mind comment ing further on your statement of yesterday? 

Mr. Beurran. We are referring now to economics, money, loans, 
and grants. I say we should never overlook the politic ‘al aspect of a 
problem and I say this, that when it comes to the economic basic 
problem in general, I think it should be done on a businesslike basis 
and what Galo Plaza said before me | heartily agree with. We see 
the problem the same way. But it is different when we have an acute 
problem like at present, and it is having a tremendous influence in the 
beliefs of all the people there, because the situation is very, very 
difficult. 

I think it should be other kinds of considerations that weigh more 
than the economic ones even though treated as exceptions. 

But you know what it is: If you have a friend and when he really 
has his back to the wall and is in tremendous difficulty, then he will 
appreciate so much more any help from you than when he is well off. 
Galo Plaza said yesterday the economic difficulties are being blamed 
little by little, more and more on this country. 

The economic situation is now having a tremendous influence on 
the political beliefs of so many people. 

Mr. Byrp. Mr. Beltran, you bave an appointment at 12:30 and 
the other members may have one question or so. 

Mr. Jacxson. The United States has taken and continues to take 
a considerable amount of abuse in some of the Latin press because 
we have followed conscientiously the ancient and much honored 
custom relative to political asylum. 

There are those who say we should not open our doors and extend 
our hospitality to various people. This thing cuts both ways. We 
hear very little about the hospitality extended the Betancourts, but 
we hear much about the hospitality extended to an Jimenez or a Peron. 

What is your thought with regard to political asylum? 

Mr. Betrran. Do you mean in this country and not the embassies? 

Mr. Jackson. Yes. 

Mr. Bettran. The embassy asylum, you have kept out of it. 
Now, everybody takes it for granted that the United States Embassy 
is no place for asylum. 

Mr. Jackson. Let us talk about national asylum. 

Mr. Beitran. About coming to this country, I think wherever 
that can be avoided, it should be avoided. Let them go to Europe, 
which is a pleasant place to live in and where at the same time they 
are already in the custom of receiving these exiled dictators. Why 
bring them here? 

Mr. Jackson. As between accepting or inviting and accepting 
them once they have made application for asylum —of course, our 
national tradition has been one of asylum. Without looking too 
closely at the political coloration—there are a great many I should 
like to throw out, very frankly, but I think again we have a political 
question here which is of great importance. One who claims asylum, 
whether or not we should exclude him. 

Mr. Bettran. It is a difficult question. 

Mr. Fascetu. Should that depend on the facts and circumstances 
that ran him out of his country? 

Mr. Jackson. It might very well. 











RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 161 


Mr. Fascetu. I think that is a difficult question. 

Mr. O’Hara. How, without interference? 

Mr. Jackson. I do not know. This is a tough nut. 

As I say, you get no criticism on the Betancourts, but you have a 
great deal of criticism if the political philosophy is of the right—how- 
ever, I suppose we could debate that for a long time. 

I have one last question: Is there in the picture of inter-American 
relationships any basic resentment on the part of people who are not 
Communists which goes to the point of the traditional concept of the 
Colossus of the North. Do some Latins say, “We are weak. The 
United States is spending a great deal of money all over the world and 
they are not paying any attention to what is going on right on their 
own doorstep.” 

Mr. Bevtrran. The last thing you just said, “They only worry 
about these other problems and hey orget all about us,” that you 
hear everywhere; it is a deep belief of many. 

That can be quickly changed by having people here in charge only 
and solely of the family relationship. But, if you are going to mix 
the relationships of our hemisphere with what you are doing in the 
Middle East, Lebanon, and Indonesia and all that, we never will get 
anywhere because this is an entirely different problem that requires 
to be treated on its own merits, by men on the highest policy level who 
are not concerned with other pressing problems. 

Mr. Fasce.u. Following up on what Mr. Jackson has just talked 
about, as I understand Mr. Beltran, the fundamental problem, the 
greatest, the most important, is the emphasis by the United States 
Government that it publicly places on the relationship with Latin 
America. This is our big problem. 

Mr. Bettrran. And without any question. It places them in a 
different category to any other problems. 

Mr. Fascetyu. You think this could be resolved within the State 
Department itself by whoever is in charge of the Latin American 
Division? 

Mr. Be.tran. Being an Under Secretary, for instance? 

Mr. Fascetu. Yes. 

Mr. Betrran. As the English had it in the old days. Before their 
Foreign Office was one unit, they had a secretary for the north and 
one for the east, if I remember right. We need at least an Under 
Secretary for the hemisphere. Definitely. That would make a big 
change. You should have men on the highest policy level who think 
of only our problems and therefore can get to understand them, and 
the United States take care of them. 

Mr. O’Hara. What would be the effect if Adlai Stevenson, who 
has been a candidate for President of the United States, were made 
Under Secretary in Charge of Latin American Affairs, or a man of 
similar political stature? 

Mr. Be.ttran. | have not had the pleasure of meeting Mr. Steven- 
son. 

Mr. O’Hara. To make the question fair, let me say either former 
President Hoover, who is a Republican, or Adlai Stevenson, twice 
the Democratic presidential nominee. 

Mr. Bettran. I think you have just put it right. And he should 
approach the problem with no preconceived ideas. 





























































162 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


Mr. Byrp. My question is this: Getting back to the program of 
yesterday, you mentioned the fact that the problem was basically not 
an economic one, but maybe a spiritual one. You were not referring 
to its being a religious one? 

Mr. Betrran. Oh, no. And I was not saying that. 

Mr. Byrp. In other words, Ca:holicism versus Protestantism has 
nothing to do with the problem? 

Mr. Betrran. Nothing whatever. 

Mr. Byrp. I am afraid you may be late if we continue. We have 
certainly enjoyed having you with us. It has been a pleasure. Thank 
you so much. 

Mr. Bettran. I am sorry to have taken so much of your time. 

Mr. Byrp. Your testimony will be very helpful to the committee. 

(Whereupon, at 12:25 p. m., the subcommittee adjourned, to 
reconvene at 10:30 a. m., Wednesday, June 18, 1958.) 





A REVIEW OF THE RELATIONS OF THE UNITED STATES 
AND OTHER AMERICAN REPUBLICS 


THURSDAY, JUNE 19, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met in executive session at 10:45 a. m., Hon. 
Robert C. Byrd (chairman of the subcommittee) presiding. 

Mr. Byrp. The subcommittee will be in order. 

We are continuing today our hearings on the subject of relations 
with Latin America. 

At this point we have no meetings scheduled for next week but in 
all probability there will be some meetings set up and the members 
of the subcommittee and the full committee will be duly informed of 
such meetings when they have been scheduled. 

[ would like at this moment to ask Mr. O’Hara, who is a very capable 
member of the committee and of the Congress, and one who has 
attended these hearings faithfully, never having missed a hearing, to 
take the chair. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Byrp. I want to say that I do this for the purpose of permitting 
Mr. O’Hara to introduce to the committee and for the hearings today, 
our distinguished witness and those who accompany him. 

Mr. O’ Hara. 

Mr. O’Hara (presiding). Mr. Chairman, we are especially fortunate 
today in having as our witness Mr. William Roy Vallance, who was 
chairman of the Section on International and Comparative Law of 
the American Bar Association. He is one of the founders and six 
times national president of the Federal Bar Association. 

He was one of the organizers and is at present secretary-general of 
the Inter-American Bar Association and has just retired after a long 
and brilliant career with the State Department. 

I say we are especially fortunate, Mr. Chairman, because through 
the Inter-American Bar Association we are reaching out, through the 
law, to bring about a warmer and a deeper degree of hemispheric 
solidarity and understanding. 

Mr. Chairman, I am very happy now to introduce Mr. Vallance. 
Do you have a prepared statement, Mr. Vallance? 

Mr. Vatuance. Yes; I have, Mr. Chairman. There are some 
amendments I would like to add that are not in the text that I have 
brought with me. 

Mr. O’Hara. Now, Mr. Chairman, may I return the chair to the 
great statesman under whom we on the subcommittee are privileged to 
serve and the future Senator from West Virginia? 
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Mr. Byrp. Thank you, Mr. O’Hara. 

Before we proceed, let me say that the witness is accompanied by 
Mr. Barratt O'Hara II, a senior member with the Inter-American Bar 
Association. Mr. Barratt O’Hara II is the son of my colleague and 
fellow member of this committee, Congressman O’Hara. 

I would like to take this opportunity to say in the presence of the 
son of my colleague, that I have enjoyed so very much serving on this 
committee and in the Congress with his distinguished father, his 
illustrious father, and whatever the future years may hold for me, I 
shall always retain as one of my most cherished and most precious 
memories the recollection of my association, my friendship, and my 
service with Congressman O’Hara. 

It might be appropriate to yield to sentiment a little bit at this 
time and to refer to my colleague in the presence of his son by quoting 
a bit of poetry which I think is most applicable to my experience as it 
deals with Congressman O’ Hara: 

The roses red, upon my neighbor’s vine 

Are owned by him, but they are also mine. 

His was the cost and his the labor too, 

But mine as well as his, the joy, their loveliness to view. 
They bloom for me and are for me as fair 

As for the man who gives them all his care. 

Thus I am rich because a good man grew 

A rose-clad vine for all his neighbors’ view. 

I know from this that others plant for me 

That what they own, my joy may also be. 

So why be selfish when so much that’s fine 

Is grown for me upon my Illinois neighbor’s vine. 


Now, Mr. Vallance, you may proceed. 


STATEMENT OF WILLIAM ROY VALLANCE, SECRETARY-GENERAL, 
INTER-AMERICAN BAR ASSOCIATION 


Mr. Vatuance. Thank you very much, Mr. Chairman. 

I concur completely with the sentiments you have expressed for our 
distinguished friend from Illinois. I know that he started in as a 
young man visiting the Latin American countries and that interest 
aroused at that time has continued down to the present day. 

I have benefited greatly from consulting with him in connection 
with the activities which I shall describe and in which I have been 
engaged since 1940. 

Mr. Chairman, first I wish to say that for 40 years, ending on the 
31st of December 1957, I have been with the Department of State 
and my work there in the Legal Adviser’s Office has been primarily 
with the British Commonwealth of Nations, dealing with legal 
problems in that area. 

However, my interest in the American Bar Association, as a result 
of being delegate of the Federal Bar Association in its house of dele- 
gates, led me to become chairman of the American Bar Association 
Section of International and Comparative Law. 

In 1938 I took over the chairmanship of that section from Prof. 
James Oliver Murdock who is professor of international law at the 
law school of George Washington University. 

At that time the section had some 100 members. It was a group of 
lawyers who were especially interested in the field of international and 
comparative law. 


ee 
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Prior to my assumption of the chairmanship of that section, a 
proposal for organizing an Inter-American Bar Association had been 
presented by Dr. James Brown Scott, a distinguished former legal 
adviser—then known as Solicitor—of the Department of State, and 
later an officer of the Carnegie Endowment for International Peace 
and a professor of international law at Georgetown University. 

Col. John H. Wigmore, professor of international law at North- 
western University, also had made proposals along the same line, 
namely, that there should be an international organization of lawyers 
in this hemisphere that would promote the interests and the acquaint- 
anceship and cooperation of men in the legal field. 

During the past 18 years I have been deeply interested in Latin 
America on account of my unofficial activities as an organizer and 
secretary-general of the Inter-American Bar Association. The Inter- 
American Bar Association was organized at a meeting of the Eighth 
Scientific Congress in Washington on May 16, 1940. Section IX of 
that conference was devoted to the subject of international law and 
there were present distinguished lawyers from many of the Latin 
American countries. 

I got a group of lawyers together and organized a drafting com- 
mittee to prepare a constitution of the Inter-American Bar Associa- 
tion. That committee included George Maurice Morris, later a 
president of the American Bar Association; Col. William Cattron 
Rigby, who had been an outstanding member of the Judge Advocate 
General’s Office, and who had served in some of the Latin American 
countries. 

After consideration by the lawyers assembled in section TX, that 
constitution was signed by representatives of 20 bar associations in 
13 countries, in some cases subject to ratification by their organiza- 
tions. 

Since that time the organization has grown so that we now have 80 
member associations. 

I would like to offer for the record a copy of the constitution and 
bylaws as they have been amended up to March 1, 1958. 

Mr. Byrp. Without objection, these will be placed in the com- 
mittee’s files. 

(The document referred to is in the subcommittee’s files. 

Mr. Va.iance. I would also like to offer for the record a list of 
our member associations and in connection with that, I want to 
point out that there are but two Latin American countries in the 
hemisphere that are not now represented in our membership. One 
is Haiti, which had a member, but due to conditions in that Republic 
has ceased to be a member. The other is El Salvador which has had 
a change in the membership of the legal organizations and a new group 
has taken over there. We expect that that group will become a 
member association in a short time. 

[I also would like to offer for the record a list of the officers of the 
association as of June 1, 1958. You will note that the president is 
Hon. Cody Fowler of Tampa, Fla., a former president of the American 
Bar Association. Past presidents include Hon. Joseph A. Moynihan 
of Detroit, presiding circuit judge of Michigan, and Hon. Robert G. 
Storey, dean of Southern Methodist Law School, Dallas, and a former 
president of the American Bar Association. 
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The vice presidents are presidents of the national bar associations 
that are members. In other words, the president of the principal bar 
association in each country is a vice president of the Inter-American 
organization. These include Charles S. Rhyne, president of the 
American Bar Association; Dr. Jose E. Gorrin, who is president of 
the Cuban Bar Association, a distinguished lawyer, counsel for the 
National City Bank, and a professor of law at the University of 
Havana; Dr. Alfonso A. Mora, who has been the Chief Justice of 
Ecuador and is a writer of note, especially with respect to communism 
in his country; and Dr. Manuel G. Abastos of Lima, Peru, who is 
president of the Lima Bar Association and an outstanding lawyer of 
his country. 

The officers include 50 members of its council, some of whom 
represent the member national bar associations and others represent 
the individual members that we have. 

At our meeting in Dallas in April 1956, which I will discuss later, 
we added a provision for individual membership. Some 600 lawyers 
have become individual members since that meeting. They are in 
four categories: Junior, senior, associate, and life members. They 
are presidents of bar associations, outstanding counsel for American 
business firms, and persons of that caliber. 

In our council from Argentina we have Dr. Eduardo B. Busso who 
has been president and has been reelected as president of the Federa- 
tion of Bar Associations of Argentina. Another member from 
Argentina is Dr. Mauricio A. Ottolenghi, who is a prominent practic- 
ing lawyer. Dr. Ottolenghi has a brother who was killed in an 
encounter with Peron soldiers. Ottolenghi personally was shot and 
has a bullet in his spine. He is a very outspoken exponent of good 
relations between the United States and Argentina. 

From Brazil we have Dr. Noe Azevedo, who is a professor of penal 
law in the great University at Sio Paulo. Dr. Eduardo Theiler is an 
official in the Government of Brazil. Dr. Haroldo Valladdo is an 
internationally known professor of private international law—which 
we call conflict of laws—in the University of Brazil. He has written 
many books. He is now chairman of the Association’s Committee on 
Interplanetary Law, which is a subject of great interest in Latin 
America at the present time. 

From Chile we have Dr. Arturo Alessandri who was former dean of 
the Law School of Santiago, Chile. He has been Secretary of State 
of Chile. He is now chairman of the Chilean delegation at the United 
Nations. Dr. Fernando Claro is an outstanding lawyer who has a 
great deal of business representing American firms, and is especially 
interested in tax law. 

Krom Colombia, Mauricio Mackenzie is a very prominent lawyer 
there, consular officer for Portugal, and he is a leader of the bar in his 
country. 

In Costa Rica we have Fernado Fournier who was its former 
Ambassador here. He has been Secretary of State of his country. 

From Cuba I have previously mentioned Dr. Jose Gorrin. Dr. 
Jose Miro Cardona is president of the Havana Bar Association, and 
a professor of penal law at the University of Havana. Dr. Alberto 
Blanco is another outstanding private law practitioner and professor 
of law at the University of Havana. Humberto Sori Marin is also a 
professor at the university and a private practitioner in his country. 
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From Ecuador we had Dr. Eduardo Salazar who was counsel for the 
American & Foreign Power Co. in New York. Prior to that he had 
been Ambassador for his country in the United States and had served 
as such representative in other countries. Unfortunately, he died of 
cancer in February. Dr. Jose Chiriboga whom some of you may know 
as an outstanding lawyer from his country and now serving here as 
its Ambassador, has been chosen in his place. 

From Mexico we have Lic. Miguel S. Macedo, who is treasurer of 
our association and has been associated with the organization from its 
beginning. Lic. Carlos Sanchez Mejorada, Jr., is a son of a past 
president of the association and lawyer for some American investors 
in Mexico, who are interested in silver mining. 

From Panama Dr. Ricardo J. Alfaro, former Ambassador to the 
United States and former President of his country is the council 
member. 

From Peru, Dr. Manuel Cisneros was Secretary of State of Peru. 

From the United States we have a group of prominent lawyers 
including Russell D. Niles, the dean of New York University Law 
School; Mrs. Mary H. Zimmerman, a prominent lawyer in Detroit 
who was president of the National Association of Women Lawyers; 
Prof. William S. Barnes of Harvard Law School who is in charge of its 
international tax program, and Edwin D. Ford, Jr., of New York who 
is another prominent private practitioner. 

From Uruguay we have Dr. Enrique Sayagues Laso, who is a pro- 
fessor of law in the University of Uruguay and Dr. Hector Luisi, 
counsel for banking, aviation, and other international interests. 

From Venezuela, Dr. Pedro J. Mantellini Gonzales is counsel for the 
Atlantic Refining Co., and an outstanding lawyer of his country. 

Representing the Inter-American Academy of Comparative and 
International Law, we have Dr. Ernesto Dihigo, who was a former 
Secretary of State of Cuba, its principal representative at the United 
Nations and a professor of law at Havana University. Hon. Henry 
Holland, former United States Assistant Secretary of State for Inter- 
American Affairs, as president of the academy, also represents it in 
the council. 

I mention those names so that you can see that this organization 
has scattered throughout this hemisphere outstanding men who are 
its officers and who have shown their interest in it by participating in 
its conferences, by attending meetings of the council, and by assisting 
in its other activities. 

Mr. Byrp. Without objection, the lists of association members will 
be included in the record at this point. 


(The list of association members and its officers referred to is as 
follows: ) 
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MemBeErR ASSOCIATIONS OF INTER-AMERICAN Bar ASSOCIATION 
NATIONAL ORGANIZATIONS 


Argentina: Federacion Argentina de Colegios de Abogados 
Bolivia: Colegio de Abogados de La Paz 

Brazil: Instituto da Ordem dos Advogados Brasileiros 
Chile: Colegio de Abogados de Chile 

Colombia: Academia Colombiana de Jurisprudencia 
Costa Rica: Colegio de Abogados de Costa Rica 
Cuba: Colegio Nacional de Abogados 

Dominican Republic: Asociacion de Abogados. 
Ecuador: Academia de Abogados de Quito 
Guatemala: Colegio de Abogados 

Honduras: Sociedad de Abogados 

Mexico: Barra Mexicana Colegio de Abogados 
Nicaragua: Asociacion de Abogados 

Panama: Colezio de Abogados de Panama 

Paraguay: Colegio de Abogados del Paraguay 

Peru: Colegio de Abogados de Lima 

United States: American Bar Association 

Uruguay: Colegio de Abogados del Uruguay 
Venezuela: Colegio de Abogados del Distrito Federal 


CONSTITUENT GEOGRAPHICAL ORGANIZATIONS 


Bolivia: Colegio de Abogados de la Capital 
Brazil: 
Instituto da Ordem dos Advogados de Minas Gerais 
Instituto da Ordem dos Advogados do Rio Grande do Sul 
Instituto dos Advogados de Sao Paulo 
Associacao dos Advogados de Sao Paulo 
Instituto de Direito Social 
Chile: Asociacion de Abogados de Santiago 
Colombia: Club de Abogados, Bogota 
Cuba: Colegio de Abogados de la Habana 
Mexico: Asociacion de Abogados de Puebla 
Peru: Colegio de Abogados de Arequipa 
United States: 
State Bar of California 
Bar Association of the District of Columbia 
Women’s Bar Association of the District of Columbia 
The Florida Bar 
Dade County Bar Association 
Tllinois State Bar Association 
Women’s Bar Association of Illinois 
Chicago Bar Association 
Louisiana State Bar Association 
New Orleans Bar Association 
Women’s Bar Association of Baltimore City 
State Bar of Michigan 
The Women Lawyers’ Association of Michigan 
Detroit Bar Association 
State Bar of Nevada 
New Jersey State Bar Association 
New York State Bar Association 
New York County Lawyers Association 
Association of the Bar of the City of New York 
Ohio State Bar Association 
Cleveland Bar Association 
Pennsylvania Bar Association 
Philadelphia Bar Association 
Colegio de Abogados de Puerto Rico 
State Bar of Texas 
Dallas Bar Association 
Houston Bar Association 
Venezuela: 
Colegio de Abogados del Estado Aracuy 
Colegio de Abogados del Estado Portuguesa 
Colegio de Abogados del Estado Zulia 
Colegio de Abogados del Estado Lara 
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SPECIAL ORGANIZATIONS 

Cuba: 

Asociacion Nacional de Funcionarios del Poder Judicial 

Asociacion Nacional de Registradores de la Propiedad de la Republica 

Colegio Notarial de la Habana 
Mexico: 

Asociacion Nacional de Abogados 

llustre y Nacional Colegio de Abogados 
Panama: Academia Panamena de Derecho Internacional 
United States: 

American Foreign Law Association 

American Judicature Society 

American Patent Law Association 

Association of the Customs Bar 

The Consular Law Society 

The Decalogue Society of Lawyers 

Federal Bar Association 

Inter-American Law Institute 

Kappa Beta Pi Legal Sorority 

National Legal Aid Association 

National Association of Women Lawyers 

Phi Delta Delta Legal Fraternity 

The Southwestern Legal Foundation 


INTER-AMERICAN Bar AssociaTION OrFrricrers, 1958-59, as or JuNgE 1, 1958 


President: Mr. Cody Fowler, 1002 Citizens Building, Tampa, Fla. 

Secretary general: William Roy Vallance, 1129 Vermont Avenue, Washington, 
D. C. 

Treasurer: Dr. 
Mexico. 

Assistant Treasurer: Charles R. Norberg, 1129 Vermont Avenue, Washington, 
BD. . 


Miguel S. Macedo, Torre Latino Americana, Mexico City, 


HONORARY PRESIDENTS 


Dr. Edmundo de Miranda Jordao, Praca Maua 7, 160. andar, Rio de Janeiro, 
Brazil. 

Dr. Oscar Davilla, Morande 322, 3er Piso, Santiago de Chile. 

Dr. Hernando de Lavalle, Edificio San Pedro 301, Plaza San Pedro 430, Lima, 
Peru. 

Hon. Joseph A. Moynihan, 1913 City-County Courthouse, Detroit, Mich. 

Dr. Jose Barbosa de Almeida, Rua Senador Feijo 176, 90. andar, Sao Paulo, 
Brazil. 

Hon. Robert G. Storey, Southwestern Legal Foundation, Hillcrest at Daniels, 
Dallas, Tex. 

Dr. Adolfo Bioy, Federacion Argentina de Colegios de Abogados, Montevideo 
640, Buenos Aires, Argentina. 


VICE PRESIDENTS 


Alfredo Guaglia, Buenos Aires, Argen- 
tina. 

Alcides Alvaindo, La Paz, Bolivia. 

Trajano de Miranda Valverde, Rio de 
Janeiro, Brazil. 

Raul Varela Varela, Santiago de Chile. 

Jesus Maria Yepes, Bogota, Colombia. 

Fernando Baudrit Solera, San Jose, 
Costa Rica. 

Jose E. Gorrin, Havana, Cuba. 

Olegario Helena Guzman, Ciudad Tru- 
jillo, Dominican Republic. 

Alfonso M. Mora, Quito, Ecuador. 

Alfonso Almengor Rodriguez, Guate- 
mala, Guatemala. 


Ramon E. Hon- 
duras. 

Jesus Rodriguez Gomez, Mexico City, 
Mexico. 

Enrique Cerda, Managua, Nicaragua. 

Eduardo Valdes, Panama, Panama. 

Salvador Villagra Maffiodo, Asuncion, 
Paraguay. 

Ulises Montoya Manfredi, Lima, Peru. 

Charles 8. Rhyne, Washington, D. C. 

Jose Arlas, Montevideo, Uruguay. 

Celestino Gonzalez Mata, Caracas, 
Venezuela. 


Cruz, Tegucigalpa, 
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ASSISTANT SECRETARIES GENERAL Pa 

Dr. Enrique A. C. Aztiria, Lavalle 1430, Buenos Aires, Argentina. Pe 
Natalio Chediak, Cuba 355, Habana, Cuba. 
"er R. Harris, Southwestern Bell Telephone Co., legal department, Dallas, 

ex. 
Burton A. Landy, 232 Pan American Bank Building, Miami, Fla. Ur 
Marshall J. Langer, _505 Industrial National Bank Building, Miami, Fla. 
~ Trajano Pupo Netto, Caixa Postal 732, Praca Antonio Prado 48, Sao Paulo, 

razil. 
Oswaldo Rengifo, Santo Domingo 789, Santiago, Chile. 


EXECUTIVE COMMITTEE 


Arturo Alessandri Mauricio Mackenzie 
Andres Aramburu M. Mauricio A. Ottolenghi 
Cody Fowler Haroldo Valladao 
Miguel 8. Macedo William Roy Vallance 


COUNCIL 

Argentina: 
Dr. Eduardo B. Busso, Federacion Argentine Colegio de Abogados, Monte- 

video 640, Buenos Aires, Argentina. 

Dr. Julio Oscar Ojea, 29 No. 738 Mercedes B, Buenos Aires, Argentina. Vv 
Dr. Mauricio Ottolenghi, Diag. R. Saenz Pefia 628, Bvenos Aires, Argentina. 

Bolivia: Julio A. Gutierrez, Casiila No. 546, Santa Criz de la Sierra, Bolivia. 

Brazil: 
Dr. Ruy de Azevedo Sodre, Rua Xavier de Toledo 23, Sao Paulo, Brazil. I 
Dr. Eduardo Theiler, Praca Mahatma Ghandi 2, Rio de Janeiro, Brazil. 
Dr. Haroldo Valladao, Praca 15 de Novembro 20, Rio de Janeiro, Brazil. 


Dr. Arturo Alessandri R., Casilla 2338, Santiago, Chile. 
Dr. Fernando Claro 8., Calle Morande 231, Casilla 1867, Santiago, Chile. 


Dr. Manuel Maria Risueno, Avenida Roque Saenz Pena 547, Buenos Aires, ] 
Argentina. 
Colombia: 
Dr. Mauricio Mackenzie, Apartado Aereo 3447, Bogota, Colombia. . 
Costa Rica: 
Dr. Fernando Fournier A., 5a. Avenida No. 9—E, San Jose, Costa Rica. 
Cuba: 


Dr. Alberto Blanco Cuba 355, 5°. Piso, La Habana, Cuba. 
Dr. Jose Miro Cardona, Colegio de Abdégados de la Habana, La Habana, Cuba. | 
Dr. Jose E. Gorrin, Colegio Nacional de Abogados, Edificio La Metropolitana, 
La Habana, Cuba. 
Dr. Humberto Sori Marin, O’ Reilly 262, La Habana, Cuba. 
Dominican Republic: 
Dr. Manuel de Jesus Goico Castro, San Juan Bosco 8, Ciudad Trujillo, 
Dominican Republic. 
Ecuador: 
Dr. Jose A. Baquero, Casilla de Correos 2812, Quito, Ecuador. 
H. E. Dr. Jose R. Chiriboga V., Ambassador, Embassy of Ecuador, 2320 
Bancroft Place NW., Washington, D. C. 
Guatemala: 
Lic. Ramon Cadena, 11 Calle 3-77, Zome 1, Ciudad de Guatemala, Guate- 
mala, 
Honduras: 
Dr. Humberto Lopez Villamil, The Honduran Legation, 82 Van-Alke- 
madelaan, The Hague, Netherlands. 
Mexico: 
Dr. Miguel 8S. Macedo, Torre Lantino Americana, Mexico 1, D. F. 
Lic. Carlos Sanchez Mejorada, Jr., Paseo de al Reforma 122— 2°. Piso, Mexico 
6, D. F. 
Lic. Gustavo R. Velasco, Banco Internacional, S. A., Avenida 5 de Mayo 1, 
Mexico, D. F. 
Nicaragua: 
Dr. Salvador Guerrero Montalvan, Ave. Bolivar 202 A, Managua, Nicaragua, 
Panama: 
Dr. Ricardo J. Alfaro, Apartado 851, Panama, Repub ica de Panama. 


RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 171 


Paraguay: 
Member to be designated. 
Peru: 
Dr. Andres A. Aramburu, Plaza San Martin 957, Lima, Peru. 
Dr. Maximo Cisneros, Palacio de Justicia, 4°. Piso, Lima, Peru. 
Dr. M. Antonio Zarate Polo, Jiron Antonio Miro 376 Piso 8, Lima, Peru 
United States: 
William 8. Barnes, Esq., Harvard Law School, Cambridge, 138, Mass. 
Victor C. Folsom, Esq., 1450 Broadway, New York, N. Y. 
Edwin D. Ford, Jr., Esq., Reid & Priest, 2 Rector Street, New York 16, N. Y. 
Carolyn Royall Just, Valley Vista, 2032 Belmont Road NW., Washington 
19, D. C. 
Frank J. Kelly, Esq., 623 Investment Building, Washington 15, D. C. 
W. James MacIntosh, Esq., Morgan, Lewis & Bockius, 2107 Fidelity-Trust 
Building, Philadelphia 9, Pa. 
Russell D. Niles, Dean, New York University Law School, Washington 
Square 40, New York 3, N. Y. 
Dr. David 8. Stern, Miami University Law Sehool, Post Office Box 8181, 
Coral Gables 46, Fla. 
Mrs. Mary H. Zimmerman, United Artists Building, Detroit 28, Mich. 
Uruguay: 
Dr. Enrique Sayaguez Laso, Rincon 438, Esc. 4-6, Montevideo, Uruguay. 
Dr. Hector Luisi, Juncal 1486 ler, piso eses 1-2-3, Montevideo, Uruguay. 
Venezuela: 


Dr. Felipe S$. Casanova, Edificio San Francisco 2°. Piso, Caracas, Venezuela. 
Dr. Pedro J. Mantellini Gonzalez, Venezuelan Atlantic Refining Co., Post 
Office Box 889, Apartado 893, Caracas, Venezuela. 
Inter-American Academy of Comparative and International Law: 
Dr. Ernesto Dihigo, Aguiar 556, La Habana, Cuba. 
Henry Holland, Esq., Chrysler Building, 405 Lexington Avenue, New York 
17, N. Y. 

Mr. VALLANCE. Since its organization in 1940, the association has 
held 10 conferences of lawyers in this hemisphere that have brought 
together voluntarily, at their own expense, large groups averaging 
500 lawyers. 

I would like briefly to tell you about these 10 meetings because I 
think it is highly significant that these lawyers from all parts of the 
world—with members of their families—have gathered together to 
discuss their legal problems—with their council, sitting in judgment 
upon resolutions that are adopted by committees—and have carried 
on their business much in the same manner that national bar associa- 
tions operate. 

The first was the Havana conference, March 24 to 28, 1941. That 
was before the outbreak of World WarII. It was under the presidency 
of Dr. Manuel Fernandez Supervielle, who was also president of the 
Colegio de Abogados de La Habana. Over 600 delegates, observers, 
and guests representing 46 member bar associations from 16 countries 
were present. 

Jacob M. Lashly, then president of the American Bar Association, 
from St. Louis, was present and delivered an address at this meeting. 
One hundred and sixty delegates from the United States went to 
Havana for this meeting. 

Persons who participated in it were Dr. Antonio Bustamante of 
Cuba, the great author of the Bustamente code, and a judge on the 
World Court. There were other prominent Cubans as well as repre- 
sentatives from each one of these 16 countries present at that meeting. 

I present—not for inclusion in the record, as it is quite voluminous— 
but in order that it may be available to the members of the committee, 
a copy of the proceedings of that great conference, 

Mr. Byrp. Thank you, Mr. Vallance. 
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(The document referred to is in the files of the subcommittee.) 

Mr. Vatuance. The Conference was financed by a grant of $12,000 
from the Inter-American Commission, of which Nelson Rockefeller 
was Chairman. That shows the interest of this Government in this 
organization. In one other instance we have received official assist- 
ance from the United States, but otherwise this has been a purely 
private grassroots organization. 

The Havana Conference adopted 21 substantive resolutions and 
recommendations, including 1 providing for solidarity of the Americas 
against fascism and nazism. That was a very important stand— 
uniting the lawyers of this hemisphere against the Nazi activities 
which were being carried on at that time. 

Another resolution provided for the creation of the Inter-American 
Academy of Comparative and International Law at Havana. I will 
discuss that academy later on. 

On account of the war, a full conference could not be held in 1942. 
An invitation of the Argentina Bar Association to hold the second 
conference in Buenos Aires was accepted, but due to war conditions 
and difficulties of transportation it was withdrawn. The Council and 
committees only, met here on November 19 to 21, 1942. It was 
significant that 150 leaders of the bar, especially from the Northern 
Hemisphere, were present, and that a group of Canadian lawyers 
under. the chairmanship of the Honorable Louis S. St. Laurent, who 
subsequently became Cena Prime Minister, attended that meet- 
ing. The Canadian Bar Association became a member in 1941. 
That explains why this is called the Inter-American Bar Association. 
Canadian lawyers have been interested and Canadian delegates have 
attended many of our meetings. However, for reasons which I shall 
explain later, Canada is not at the present time a member of the 
organization. 

The Second Conference was held in Rio de Janeiro, Brazil, August 
7 to 12, 1943, under the presidency of Dr. Edmundo de Mirando 
Jordao. Dr. Jordao is an outstanding member of the Brazilian bar. 
He was president of the Instituto da Ordem dos Advogados Brasilieros, 
which is the Brazilian Bar Association, and which was host association. 

Despite war conditions, 300 delegates, observers, and guests 
participated in the meeting. President Getulio Vargas received the 
delegates. Dr. Levi Caneiro, the Attorney General of Brazil, presided 
at many of the meetings. He later became a judge of the International 
Court of Justice at The Hague. One hundred and twenty resolutions 
were adopted at that meeting. 

The Third Conference was held in Mexico City, July 31 to August 
8, 1944, under the presidency of Lic. Carlos Sanchez Mejorada. He 
was the president of the Barra Mexicana, which was the host associa- 
tion. Over 450 delegates, observers, and guests participated in that 
conference and approximately 80 resolutions were adopted. 

At that conference we had our first experience with disruptive 
Communist-type activities. The Lawyers’ Guild had become a 
member of the association. It was admitted to membership as some 
of our officers thought its members might be induced to cooperate in 
promoting cordial intercourse among the lawyers of this hemisphere. 
However, at that meeting, they did not cooperate with us. Instead 
they supported proposals ‘of a lawver from Ecuador who was a refugee 
in Mexico and of some representatives who came from Puerto Rico in 
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two efforts to embarrass the other United States delegates. One was 
an effort to get a resolution adopted attacking the position of the 
United States in regard to the award made in the Chamizal arbitration, 
which involved a tract of land in El Paso, Tex., that was the subject 
of an arbitration proceeding between the United States and Mexico. 
Difficult negotiations regarding it were being carried on in diplomatic 
channels. 

The other was an attempt to get a resolution adopted in favor of 
the independence of Puerto Rico. After considerable discussion, the 
delegates adopted a resolution that the Inter-American Bar Associa- 
tion would not consider proposals which related to political or religious 
questions. I think that was one of the soundest decisions that has 
been reached; namely, that this association is not going to intervene 
in the political questions of the different nations of this hemisphere 
and will not allow discussion of religious questions at our meetings. 

Our Fourth Conference was held in Santiago de Chile, October 20 

o 29, 1945. It was under the presidency of Dr. Oscar Davilla I., a 
very efficient lawyer and professor of law at the Catholic University. 
Dr. Arturo Alessandri, dean of the Law School of the University of 
Chile, whom I have previously mentioned, was very active in the 
arrangements for that meeting and assisted the delegates as a member 
of the Council in making it an outstanding success. Five hundred 
delegates attended that meeting and 88 resolutions were adopted. 

The Fifth Conference was held in Lima, Peru, November 25 to 
December 8, 1947. Dr. Hernando de Lavalle was president of the 
Lima Bar Association—the Colegio de Abogados de Lima was the 
host organization—and was president of the Inter-American Bar 
Association at that meeting. Dr. Hernando de Lavalle is counsel for 
many American corporations doing business in Peru, as well as for 
Peruvian organizations in Peru. Dr. Jose Lis Bustamante, Presi- 
dent of Peru, a brilliant lawyer, spoke at the opening session; 135 
resolutions were adopted at that conference. 

Our Sixth Conference was held in Detroit, Micb., May 22 to June 1, 
1949; the Honorable Joseph A. Moynihan, presiding circuit judge, of 
Michigan, was president. 

The Michigan State bar and the Detroit Bar Association were host 
organizations. Addresses at that meeting were made by Hon. 
Alben W. Bar kley, Vice President of the United States, and by Senator 
Arthur H. V andenberg. A trip was made to Ann Arbor, where the 
delegates were guests of the University of Michigan. They were also 
guests of the Canadian Essex County Bar Association at Windsor, 
C ‘anada, and were entertained by General Motors, the Ford and the 
Chrysler Motor Cos. Many of the delegates visited Washington after 
the close of the Conference. A luncheon was given in their honor by 
Chief Justice Vinson and the Associate Justices of the Supreme Court, 
and an infor mal reception at the White House was given by President 
Harry 5S. Truman. 

A copy of the proceedings of the Sixth Conference, published by the 
headquarters office, is made available for the use of the committee. 

(The document referred to is in the files of the subcommittee.) 

The Seventh Conference was held in Montevideo, Uruguay, Novem- 
ber 22 to December 3, 1951, under the presidency of Dr. Eduardo J. 
Couture, an outstanding jurist, author, and professor of law in the 
University of Uruguay. 
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The Colegio de Abogados del Uruguay was the host association. 
That is the national bar association of Uruguay. Dr. Andrés Mar- 
tinez Trueba, the President of Uruaguay, presided at the opening 
session. Many resolutions dealing with important problems were 
adopted. 

The Eighth Conference was held in Sao Paulo, Brazil, March 15 
to 22, 1954, under the presidency of Dr. Jose Barbosa de Almeida, 
with the Instituto dos Advogados de Sao Paulo as host organization. 
That instituto was an organization of outstanding lawyers of that 
great city of Sao Paulo which has recently passed in population the 
city of Rio de Janiero. The conference was attended by over 500 
delegates and important resolutions were adopted there. 

The Ninth Conference was held in Dallas, Tex., April 14 to 21, 
1956, under the presidency of the Honorable Robert G. Storey, former 
president of the American Bar Association and dean of the Law School 
of Southern Methodist University. Host associations were the State 
bar of Texas, the Dallas Bar Association, and the Southwestern Legal 
Foundation. 

Over 560 lawyers from all parts of the hemisphere attended the 
meeting and 50 resolutions were adopted. Addresses were delivered 
by former President Herbert Hoover, by Hon. Herbert Brownell, 
Attorney General, and by outstanding members of the legal profession. 
A special report on the foreign corporation laws of 10 Latin American 
Republics was presented at this conference by a special committee of 
the association. 

The dangers of communism were discussed by the attorneys general 
who (in some countries designated ministers of justice) were special 
guests on this occasion from several of the Latin American countries, 
including the Ministers of Justice of Canada, Cuba, and Venezuela, 
the Attorney General of Ecuador, and the Chief Justice of Chile. 

At this conference, amendments to the constitution and bylaws 
that were adopted provided for the admission of individual members, 
and for the organization of the Inter-American Bar Foundation. 

After the close of the conference, many of the delegates visited 
Washington and were given a specia I rece ption by the Department of 
State at the Pan American Union, with Hon. Herman Phleger, Legal 
Adviser of the Department of State, as host. 

The proceedings of the ninth conference were published by the 
host organizations. A copy of the volume of proceedings is made 
available for the information of the committee. 

(The document referred to is m the files of the subcommittee.) 

Mr. Vauuance. I think that conference was of great importance 
because of the discussion of communism and the realization on the 
part of the officers of the association of the fact that the members of 
the diplomatic corps from Soviet Russia and the satellite countries 
were active agents In stirring up trouble in their countries. 

The papers read at that conference by Attorney General Herbert 
Brownell led to discussion concerning the exchange of information 
regarding Communists in this hemisphere. The conference provided 
an unusual opportunity for these officials to meet and to exchange 
views regarding the aggressive program of communism in this 
hemisphere. 

The tenth conference was held in Buenos Aires, November 14 to 
25, 1957, under the presidency of the Honorable ‘Adolfo Bioy, with 
the Federacion Argentina de Colegios de Abogados as host organization. 
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Six hundred twelve delegates attended the conference, including 75 
lawyers from the United States, many of whom were accompanied by 
members of their families. At the opening session, President Pedro 
Eugenio Aramburu, of Argentina, addressed the delegates. Hon. 
Charles 5S. Rhyne, president of the American Bar Association, res- 
ponded to the addresses of welcome on behalf of the I ‘nglish-speaking 
delegates. The conference adopted 127 resolutions. These dealt 
with the Continental Shelf, the organization of committees for the 
juridical defense of western democracy against communism and dic- 
tatorships, as well as other important subjects, some of which will be 
subsequently discussed. 

I wish to present a copy of the resolutions that were adopted at that 
meeting. 

I also wish to present a list of the publications of this association 
that are available and are in the libraries of most of the law schools in 
the United States and in many of those in Latin America. 

(The documents referred to are in the files of the subcommittee.) 

Mr. Vautiancer. The 11th conference is to be held in Miami, Fla., 
April 10 to 19, 1959, under the presidency of the Honorable Cody 
Fowler, of Tampa, former president of the American Bar Association. 
The host associations will be the State Bar of Florida, the Dade 
County (Miami) Bar Association, and the University of Miami. 

Arrangements for this important meeting of the lawyers of this 
hemisphere are actively being carried forward by the officers of the 
association and by a local organizing committee. 

| submit copies of the first issue of volume I of the Bulletin of the 
Inter-American Bar Association, which contains a message from 
President Eisenhower, stating that, “the basie requirement for a 
just and peaceful world is the settlement of disputes under law and 
not by arms” and that ‘as leaders in this great endeavor, the mem- 
bers of the Inter-American Bar Association merit the respect and 
appreciation of us all.” 

These are copies of the bulletin. 

(The bulletin referred to is in the files of the subcommittee.) 

Mr. Vatuance. In view of the increasing interest in Latin America 
resulting from the recent visit of Vice President Nixon to South 
America, it is expected that 1,000 prominent judges, lawyers, and 
guests will attend this meeting. Headquarters have been estab- 
lished in the Dupont Tarleton, the Columbus, and the McAllister 
Hotels. 

Reports on some 75 topics will be presented at the conference by 
leaders of the legal profession in each of the nations of this hemisphere. 
Such a meeting of private practicing lawyers and of officials in in- 
formal sessions is certain to have far-reaching effects in promoting 
understanding, cooperation, and good will among the members of the 
legal profession and in maintaining peace in this hemisphere. 

In order to express to the lawyers of the other nations of this 
hemisphere the interest of the Congress of the United States in the 
success of this meeting in Miami, it is hoped that a suitable resolution 
will be adopted setting fort’) its interest in having members of the 
legal profession visit the United States on this occasion, extending a 
hearty welcome to them, and making necessary arrangements for 
customs and other facilities in connection with their visit to the 
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United States. Similar resolutions have been made and adopted in 
connection with other meetings of this character. 

Now, I believe that a statement reviewing some of the accomplish- 
ments of the Inter-American Bar Association during its 18 years of 
existence, will be of interest. 


THE INTER-AMERICAN ACADEMY OF COMPARATIVE AND INTERNATIONAL 
LAW AT HABANA 


As will be noted from copies of the constitution and bylaws of the 
Inter-American Bar Association, which have been made available to 
members of the committee, its purposes are as follows: 

To establish and maintain relations between associations and organizations of 
lawyers, national and local, in the various countries of the Americas, to provide a 
forum for exchange of views. 

To advance the science of jurisprudence in all its phases, and particularly 
the study of comparative law; to promote uniformity of commercial legislation; 
to further the diffusion of knowledge of the laws of the various countries through- 
out the Americas. 

To uphold the honor of the profession of the law, and to encourage cordial 
intercourse among the lawyers of the Western Hemisphere. 

To meet in conference from time to time for discussion and for the purposes of 
the association. 

In furtherance of its purposes— 


to advance the science of jurisprudence in all its phases, and particularly the study 
of comparative law— 

the association, at its first meeting in Havana, founded the Inter- 
American Academy of Comparative and International Law, with 
headquarters at Havana. 

This academy has had 10 sessions, at which lectures have been 
given by outstanding professors of law, government officials, and 
qualified practicing lawyers. 

The 10th session was held at Havana from February 3 to 21, 1958, 
in the building of the Academy of Sciences. <A copy of the announce- 
ment regarding this session is made available for the committee. 

It will be noted that this session was devoted primarily to the 
developments that have occurred in the Organization of American 
States, also to the questions of diplomatic asylum and of territorial 
waters, and to cooperative relations between the OAS and the U. N. 

Proceedings of the academy have been published, and I make 
available to the committee a copy of the proceedings—known as 
Cursos Monograficos—of the eighth session, which was the last one 
published. 

(The document referred to is in the files of the subcommittee.) 

Mr. Vautance. The president of the academy is Hon. Henry 
F. Holland, a former Assistant Secretary of State for Inter-American 
Affairs; Dr. Ernesto Dihigo, a distinguished Cuban who served as 
Secretary of State and representative of his Government at the United 
Nations is its director, and Dr. Jose A. Mora, Uruguayan diplomat 
and Secretary General of the Organization of American States, is a 
member of the executive committee of the Academy. 

The list of the officers is printed on the first page of the publication I 
have just handed to the chairman. 

It is firmly believed that this institution will continue to serve a 
highly useful purpose in bringing together the professors of compara- 
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tive and international law from American universities and law students 
from all parts of the hemisphere interested in specializing in these 
increasingly important branches of the legal profession. 

Next, I wish to call attention to the Code of Professional Ethics for 
Bar Associations in the Americas. 


PROPOSED UNIFORM CODE OF PROFESSIONAL ETHICS FOR LAWYERS 


The purpose of the association, “to uphold the honor of the profes- 
sion of the law’’ has been promoted through the adoption of a proposed 
Uniform Code of Professional Ethics for Lawyers for the Americas. 
This code of ethics is based, to a considerable extent, upon the Code of 
Ethics of the American Bar Association and of the Federacion Argen- 
tina de Colegios de Abogodos, and was drafted under the leadership 
of the distinguished Mexican lawyers, Lics. Miguel S. Macedo and 
Carlos Sanchez Mejorada. It has provided a basis for study and has 
resulted in the adoption of codes of ethics by several Latin American 
bar associations. 

As exchanges of business develop between the lawyers of this hemi- 
spbere, [ am confident that this code will be a useful instrument for 
observance of ethical practices in connection with such business 
relations. 

I offer this for the record, Mr. Chairman. 

(The document referred to is in the subcommittee’s file.) 

Mr. Vautuancr. Next I call attention to the survey of law schools 
in Latin America that has been prepared by this association in coop- 
eration with the Department of State 


SURVEY OF ITAW SCHOOLS IN LATIN AMERICA 


As a result of exchanges of views between deans of law schools 
throughout this hemisphere who attended conferences of the Inter- 
American Bar Association, particular attention was focused upon the 
importance of the exchanges of credits between law schools in North 
and South America. 

This was especially true in order to encourage law students to take 
courses in law schools in the United States, and vice versa, for credits 
toward admission to the practice of law in their home countries. It 
is easy to understand the reluctance of administrators of law schools 
to give credit for work done in other law schools, unless information 
is available regarding the nature of the courses given, the physical 
facilities available to the students for study, such as libraries and other 
requirements. 

I might state here that the American Bar Association has a com- 
mittee that examines the different law schools within the United 
States and as a result of its approval there are some 110 approved law 
schools in the United States that exchange credits for students who 
move from one law school to another. The pattern that has been 
adopted by the American Bar Association is the basis for this proposal 
in regard to exchange of credits between the law schools of North and 
South America. 

In order to obtain information regarding the Latin American law 
schools, this association, with the assistance of a grant of $10,000 
from the Department of State, arranged to have Dr. Claude Horack, 








178 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


retired dean of Duke University Law School, make a survey of the 
law schools in Latin America. His report on the legal institutions 
which he visited is of great assistance to the law schools in the United 
States in determining whether Latin American students applying for 
admission should receive credit for prior study and are qualified to 
carry on the work required toward obtaining a law degree here. 

It is believed that this survey should be brought up to date, as many 
changes have occurred in the law schools since it was made. This is 
the situation particularly in Argentina as at the time of the survey, 
the Peron administration had “interventors” in each of the law schools 
who replaced the deans of the law schools and made professors at the 
law schools teach courses in accord with the views of the dictatorship 
or be dismissed. 

Another important development this association is fostering is the 
establishment of committees for the juridical defense of Western 
democracy. This is perhaps the most ambitious project we have 
undertaken. 

After Mr. Nixon’s visit to Latin America, general recognition has 
been given to the extent to which communism has obtained a foothold 
in Latin America. Statements of Soviet officials and knowledge of 
the staffs maintained by the Soviet Government and its satellites in 
Latin American countries have brought about a realization on the 
part of the public, as well as our Government officials, that we must 
take more active steps to resist the Soviet program to infiltrate and 
impose communistic ideas in Latin America, especially in the uni- 
versities. 

The extent of these influences was brought forcibly to the attention 
of delegates to the 10th conference in Buenos Aires last November, 
when leftist students broke the glass in the skvlight in the meeting 
hall and distributed some 500 pamphlets attacking one of the U nited 
States delegates. These influences have a fertile field in some Latin 
American countries that are suffering from depression as a result, in 
part, of our own economic difficulties. 

Officers of that meeting in Buenos Aires were considerably disturbed 
at this incident because after the skylight was broken a group of 
students tried to rush through the entrance into the meeting room 
but were prevented from doing so. 

Mr. Byrp. I am interested in what you have just said there, which 
refers to the recession that we are presently experiencing in this 
country and I understand what you have said to mean that this 
recession is certainly having an adverse effect upon our relations with 
countries to the south of us. 

Mr. Vauuance. Very definitely, because our purchases of raw 
materials and other products have fallen off to a very serious extent 
and that naturally leaves young people graduating from the universities 
and others coming out from the high schools without jobs. Naturally 
they are inclined to blame us for the lack of prosperity in their coun- 
tries—unjustifiably, of course—but it is a fertile field in which Com- 
munist agents sow their propaganda. 

I must hasten on. I hope I have not taken too much time, Mr. 
Chairman. I want to present to the committee the picture of what 
we are doing in this organization. 

Mr. Byrp. I think you have done an excellent job. Let me say 
at this point that the House will go in session at noon, and Mr. Fascell, 






Om 0 ee 


= & eS 


. —AS 


= ch at Sed oo Det 


RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 179 


should you have any questions prior to your having to go, please 
free to call our attention. 

Mr. Fascett. Thank you. 

Mr. Vatiance. The Buenos Aires conference devoted considerable 
time to discussion of the unfortunate conditions of many citizens in 
countries dominated by dictators. As a result, the association adopted 
Resolution No. 10, providing for the organization of committees for 
the juridical defense of western democracy in each of the countries 
of this hemisphere, and directing the executive committee to appoint 
an Inter-American committee to deal with this subject. 

(The resolution referred to is in the files of the subcommittee.) 

Mr. VatLtaNnce. Committees dealing with the objectives of this 
resolution have been established in Argentina, Bolivia, Chile, Costa 
Rica, Cuba, Ecuador, Panama, Peru, and the United States. Hon. 
David B. Karrick, Commissioner of the District of Columbia, is 
chairman of the United States committee on this subject. 

The minutes of the meeting of Mr. Karrick’s committee, held on 
May 22, 1958, indicate what the activities of the United States com- 
mittee are and what the United States committee is planning to do. 

(The minutes referred to can be found in the subcommittee files.) 

At a meeting of the executive committee of the Inter-American 
Bar Association held at the Panama Union on March 15, 1958, Dr. 
Eduardo Augusto Garcia, Argentine Ambassador to the Organization 
of American States, and Chairman of its Council, was chosen as 
president of the Inter-American Committee to carry out the purposes 
of Resolution No. 10, mentioned above. 

Briefly stated, the purposes of this resolution are to organize com- 
mittees of responsible lawyers who will study communism and also 
dictatorships within their countries and endeavor to get back to a 
rule of law. 

Those national committees are organized into an Inter-American 
unit, with Dr. Garcia of Argentina as chairman. He was jailed for 
2 years, 10 months, and 25 days, under the Peron administration 
because of his publications and speeches against conditions in 
Argentina. 


THE ORGANIZATION OF THE INTER-AMERICAN BAR FOUNDATION 


At the Ninth Conference in Dallas, it was decided to organize an 
Inter-American Bar Foundation in order to provide adequate funds 
to assure the carrying on of research activities. As a result of this 
resolution, the Inter-American Bar Foundation was organized under 
the laws of Pennsylvania and its charter approved on April 1, 1957, 
by the Common Pleas Court of Philadelphia. A copy of its articles 
of incorporation and bylaws is supplied for incorporation in the record. 
Attention is invited to article III, setting forth the purposes for 
which the foundation was formed. 

I will make a copy of that document available to the committee. 

(The document referred to is in the files of the subcommittee.) 

Mr. Vatuance. As a result of the organization of this foundation, 
contributions have been received which have been used for scholar- 
ships and for the building fund of a law school. A committee on 
programs for the foundation is making studies regarding fields of 
activities in which research might be conducted. This includes the 
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preparation of motion pictures which might provide visual means of 
promoting better comprehension of the two great systems of law— 
the civil and the common law—that exist in this hemisphere. 

It is anticipated that as additional funds become available, this 
foundation will promote in a very substantive way better understand- 
ing among the members of the legal profession and aid in providing 
scholarships for qualified students. 

We feel that the present and future activities of the foundation 
will contribute greatly to the strengthening of the ties—political, 
economic, and cultural—that serve to bind the United States more 
strongly and more closely to our Latin American neighbors. 





MEETING ON INTER-AMERICAN FOREIGN INVESTMENT AND ECONOMIC 
DEVELOPMENT 


The work and activities of the Inter-American Bar, including its 
individual members, is constantly taking cognizance of the status of 
the relationships between the United States and the Latin American 
countries so that we can do what we are able in order to facilitate 
the legal processes of the hemisphere and thus help to create a peaceful 
and stable society in this hemisphere. 

In this regard, the foreign investment committee of the association 
took note of the fact that the policy of our Government, as well as 
the governments of Latin American countries, was to undertake 
measures to increase the flow of capital into the Latin American 
countries. 

With this in mind, the foreign investment committee undertook a 
survey of such measures and prepared a report for submission to the 
Tenth Conference in Buenos Aires in November 1957. A copy of the 
report is submitted for the record. 

(The report referred to follows:) 


INTER-AMERICAN BAR ASSOCIATION 10TH CONFERENCE, IN 
BUENOS AIRES, NOVEMBER 14-24, 1957 


Committee XI, Social and Economic Law 
Section B, Economic Law 


REPORT OF THE COMMITTEE ON MEASURES To INCREASE SUBSTANTIALLY THE 
VOLUME OF FOREIGN INVESTMENTS IN THE LATIN AMERICAN STATES 


Nine billion dollars, out of a total of $33 billion of United States private invest- 
ment in all foreign countries, is invested in Latin America. Not only is this a 
sizable sum but, in addition, the outflow of capital funds from the United States 
is increasing at an accelerated rate; in 1956 it was more than double that of 1955 
and has been variously estimated as having been between four and five billion 
dollars to all countries. 

In addition to the United States, in recent vears other major capital exporting 
countries have been the United Kingdom, Western Germany, and Japan. In- 
vestors from those countries have also found that Latin America is an attractive 
area for future economic growth. 

After a brief review of the nature and impact of this increased flow of capital 
funds into Latin America, this paper will explore some of the measures which 
have been taken, and are currently under consideration, for inducing the export 
of capital funds from the United States and attracting the import of such funds 
into the individual countries of the Latin American world. 
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A. CAPITAL FLOW DURING 1956 


During the year 1956 the inflow of foreign capital into Latin America increased 
by 50 percent over the previous year with the principal recipients being Brazil, 
Mexico, Peru, and Venezuela, the last mentioned receiving by far the greatest 
share. In Venezuela, in addition to new foreign investment in petroleum- 
productive facilities, new petroleum concessions were sold by the Government for 
almost $400 million. Other sectors of the economy, such as manganese extrac- 
tion, chemical production, commerce and banking, also received substantial new 
investments. 

Substantial increases in investment in Brazil were made during 1956 in the 
metallurgical, mechanical, and chemical industries, primarily for output for the 
domestic market although some new investment was reported in mining of iron 
ore and manganese. In Chile, following the introduction of new tax and foreign 
exchange measures, an increase took place in foreign investment in the copper 
industry. The copper industry in Peru was also reinforced by new private capital 
contribution. Foreign private investment increased in Mexico, particularly in 
manufacturing and chemical production while some new capital also flowed into 
Argentina although in smaller amounts than were received by the other above 
named countries. There was a slight increase in foreign capital inflow into the 
Central American countries. There may also have been a slight increase of capital 
flow into Colombia although the disturbed balance-of-payments situation caused 
the postponement of some projected investments. 

Accounting in part for this great increase are a few rather special transactions 
including the purchase by United States interests, from the United Kingdom, of 
the Trinidad Oil Co. for about $180 million and purchases of new oil concessions in 
Venezuela. Other than the special situations, it is to be noted that in Latin 
America investment in manufacturing, commerce and other nonextractive indus- 
tries was over half the total. 

During the year 1956, for the most part no major changes in the laws and regula- 
tions regarding the export of capital took place in major capital exporting coun- 
tries. The increased flow of capital resulted primarily from generally favorable 
underlying economie factors such as the continued growth in the world’s demand 
for petroleum and certain other minerals, while in the capital importing countries 
there was a gradual expansion of domestic markets for industrial products manu- 
factured locally. 

However, in recent years there have been developments of considerable signifi- 
cance which have already contributed, or which have undoubted potential to con- 
tribute, to an increased flow of foreign capital into the Latin American countries. 
These new developments have taken place both in the international, inter-Ameri- 
can and individual country areas of activity. Let us now briefly examine these 
developments. 


B. INCENTIVE MEASURES AT THE INTERNATIONAL LEVEL 


In the international field, one development of considerable significance in the 
foreign investment field took place on the establishment of the International 
Finance Corporation on July 24, 1957, sponsored by the International Bank for 
Reconstruction and Development. As of September 10, 1957, the membership 
of the Corporation numbered 51 countries and the subscribed capital was $92 
million. The Corporation will make investments in new or existing enterprises 
in conjunction with private capital either from the industrialized countries or from 
the country in which the enterprise is situated or both. IFC investments will be 
made without Government guaranty, to companies whose assets after financing 
will amount to $500,000. IFC will cover not more than one half the total cost 
of the project and will not invest more than $2 million in any one project. During 
its first vears IFC will make its investments in enterprises which are predomi- 
nantly manufacturing or mining. 

As of the date of preparing this paper the IFC had entered into 5 investments 
as follows (4 of them being in Latin America): $2 million to the Brazilian affiliate 
of Siemens of Germany to finance construction of a factory to make electric 
generating equipment, switchgear, transformers, large motors for heavy industry 
and telephone equipment; $600,000 to Engranes y Productos Industriales, 8. A., 
a Mexican company, for expansion of manufacturing operations for automotive 
and mechanical parts, a forge shop and an electric steel furnace; $520,000 to 
Bristol de Mexico for an aircraft engine overhaul and repair shop; $2.2 million to 
Empresa Minera de Mantos Blancos, 8S. A., a Chilean corporation engaged in the 
development of a copper mine and smelter; and $660,000 to Duncan’s Holdings, 
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Ltd., an Australian company, whose subsidiaries are engaged in various aspects 
of the timber industry, including the cutting and milling of timber and the whole- 
sale and retail distribution of finished lumber. Each of these investments includes 
a convertible obligation payable to the IFC with the right, exercisable by a sub- 
sequent holder, to convert into common stock of the borrower. 

Again at the intergovernmental level, the Organization of American States 
have from time to time encouraged the enactment of institutional arrangements 
and also of resolutions leading to the increase in flow of foreign investment capital 
into the Latin American countries. Thus, at the August 1957 Inter-American 
Economic Conference held here in Buenos Aires, Resolution 18 embodied the 
conference’s conclusions on finances and provided for a study of the problem of 
financing developmental projects, including proposals for an Inter-American 
fund or credit institution and for appropriate followups by IA-ECOSOC. | It also 
recommended that member States adopt measures to stimulate the flow of private 
sapital and techniques. A variety of other resolutions encouraged action with 
regard to tax and other aspects of the foreign investment field. Perhaps of great 
future importance was the resolution stating the advisability of establishing 
gradually and progressively a regional Latin American market “in a multilateral 
and competitive form” and recommending that IA-ECOSOC cooperate with the 
Economie Commission for Latin America in its studies on the subject. 


C. UNITED STATES MEASURES TO STIMULATE THE EXPORT OF CAPITAL 


Turning now to the only capital exporting country to the Western Hemisphere, 
in recent years the United States Government has encouraged a policy of exporting 
capital for foreign economic development and for sometime has provided certain 
tax incentives through the operation of the foreign tax credit and Western Hemi- 
sphere trade corporation provisions of the Internal Revenue Code. In the last 
few years additional measures have been taken, or are today under discussion, 
pursuant to which it is hoped that additional amounts of capital will become 
available for economic development in the Latin American countries. 

Included in these measures are the following: 

1. Bilateral treaties——The United States Government is continuing to broaden 
and extend its treaty series relating to the development of business, trade, com- 
mercial relationships and foreign private investment. The treaties contain 
certain provisions directed toward reduction of such special hazards as “rigid 
exchange controls, inequitable tax statutes, drastic expropriation laws and any 
other laws or juridical conditions that do not afford investors a proper measure of 
security against risks over and above those to which venture capital is normally 
subject.”’ In recent years such treaties have been negotiated, but have not yet 
entered into force, with the following countries: Colombia (signed in 1951), 
Haiti (signed in 1955), Nicaragua (signed in 1956) and Uruguay (signed in 1949 
and a supplementary treaty signed in 1955). 

2. Double tax conventions——The United States has underway a series of negotia- 
tions designed to eliminate or remove the tax burden resulting from taxation of the 
same transaction by the United States and another government having juris- 
diction to tax. Early in 1957 the first such convention with a Latin American 
nation was ratified; namely, the convention with Honduras. It applies only to 
income taxation. 

3. Tax sparing proposal.—In order to maximize the amount of development 
capital available abroad, Secretary of the Treasury Humphrey, at the 1954 
conference in Rio de Janeiro, proposed that under proper safeguards, credit could 
be given for foreign income taxes which are waived for an initial limited period, 
as we now grant credit for taxes which are imposed, thus giving maximum ef- 
fectiveness to foreign tax laws designed to encourage new enterprises. Although 
discussions with several countries have reached an advanced stage, no treaty 
providing for such “‘tax sparing’’ has vet been completed. 

4. Investment guaranty program.—The United States Government is the only 
major capital-exporting country offering a system of governmental guaranties 
under certain conditions to United States investors abroad against certain non- 
business risks, namely, against expropriation, inconvertibility of currencies and, 
during 1956, extending the program to include guaranties against direct losses 
from war. Latin American countries with whom such a program is currently 
in effect are as follows: (an asterisk indicates agreement covering convertibility 
insurance only) Bolivia, Colombia*, Costa Rica, Cuba, Ecuador, Guatemala, 
Haiti, Honduras, Paraguay, Peru*. 

5. Cooley amendment to Public Law 480.—The 85th United States Congress has 
enacted an amendment to Public Law 480 stating that 25 percent of the foreign 
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currencies accruing under agreements for the sale of surplus agricultural com- 
modities, in the future, shall be available for loans to assist the development and 
expansion of private business in the countries with which agreements have been 
concluded. These loans are to be of two types: (1) Loans to United States busi- 
ness firms and their branches, subsidiaries, or affiliates for general business develop- 
ment and trade expansion; and (2) loans to either United States or foreign business 
firms for expanding markets for and consumption of American agricultural prod- 
ucts abroad. The loans will be made through and under procedures established 
by the Export-Import Bank and they may be repaid in the foreign currency in 
which the loan is made. However, until procedures are established, loans will 
not be available under this amendment for severai months. 

6. Proposed new legislation—Two measures have been proposed to the United 
States Congress providing tax concessions for foreign business income of United 
States enterprises as follows: 

(a) That a 14 percentage point tax reduction of the corporate income tax 
now granted only to so-called Western Hemisphere trade corporations, be 
accorded to certain business income from all countries; and 

(b) That the privilege of tax deferral for reinvested foreign earnings now 
limited to foreign subsidiary corporations be extended to enterprises in the 
form of nonincorporated foreign branches. 

However, no action has been taken on these proposals to date and prospects are 
not bright for action at the next session of the United States Congress. 

Before looking at the individual Latin American countries it may be useful to 
briefly describe a legal procedure which has resulted in the stimulation and increase 
in the flow of investment capital into foreign countries; namely, the profit sanctu- 
ary. A profit sanctuary is a country that does not tax foreign income, or certain 
kinds of foreign income, as follows: (1) It does not levy an income tax of any 
kind; or (2) it does not seek to tax income derived outside its borders; or (3) it 
exempts from taxation the foreign income of corporations meeting special 
requirements of the tax laws; or (4) it does not levy an income tax upon holding 
companies. Several countries of the world provide one or all of these advantages. 
In Latin America, Panama, Venezuela, Haiti, Brazil, Argentina, and Costa Rica, 
afford the advantage as in (2) above while Uruguay is an example of a country 
illustrative of (3) above. 

For example, these tax advantages would accrue to a United States company 
which had incorporated a subsidiary in a profit sanctuary country to perform a 
variety of services such as making sales in third countries of goods produced by 
the parent company in the United States; channeling technical, and managerial 
services to third countries; handling licensing of patents and trademarks outside 
the profit sanctuary country; accumulating funds and reinvesting outside the 
United States and the profit sanctuary country. Thus, as foreign operations are 
successful the income is accumulated on a tax-free basis in the profit sanctuary 
country and then reinvested abroad for the expansion of manufacturing or assem- 
bling facilities, or to extend export credits or simply to hold as reserves for a 
rainy day. As for the United States, any tax is deferred until such time as the 
profits are returned to the United States from the profit sanctuary country, either 
in the form of dividends or as a return of capital. 

Having looked at the measures recently adopted at the international and 
inter-American levels for encouraging the flow of foreign capital into the Latin 
American countries and having noted what the United States Government has 
done in recent years to stimulate the export of investment capital let us now 
look at the Latin American countries to determine what actions they have taken 
to stimulate the import of capital. 


D. LATIN AMERICAN MEASURES TO STIMULATE THE IMPORT OF CAPITAL 


Prior to 1956 there was a substantial increase in governmental action designed 
to provide special incentives for private investors. Measures taken were designed 
to reduce nonbusiness risks anticipated by investors or to increase the prospective 
yield on investments through tax concessions or similar action. Such govern- 
mental measures have taken many legal forms but essentially are concerned 
with the following: (1) Regulation of entry of foreign private capital and the 
control and operation of foreign-owned enterprises; (2) restriction on the transfer 
of income and repatriation of capital of foreign investments; and (3) special in- 
centive offered to foreign capital through the application of such measures as 
taxation, import restrictions, and the like. 

Since the beginning of 1956 the enactment of new general legislation regulating 
the entry of foreign capital has been less frequent than during earlier years pri- 
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marily because most of the countries of Latin America already had such legislatiow 
on their books. Attached hereto as the appendix is a listing of illustrative 
industrial incentive laws in Latin America which, while not exhaustively definitive 
is sufficiently detailed to provide the beginning point for a further examination of 
the situation in any given country. 

Some generalizations regarding recent developments may be made as follows. 
Most regulation on incoming capital adopted or modified since the beginning of 
1956 relates to entry into particular branches of the economy. Numerous measures 
adopted relate to the investment of foreign capital in the petroleum industry, 
including the awarding of a substantial number of concessions. Awarding of such 
concessions was particularly noteworthy in Bolivia, Coasta Rica, Guatemala, 
and Peru where new legislation had been enacted in recent years. A major de- 
velopment was the awarding of a large number of exploitation concessions by 
Venezuela. 

An additional interesting development during 1956 was a continuation of the 
tendency to revise legislation or take administrative action modifying the rates 
which may be charged by privately owned public utility enterprises operating 
particularly in the field of electric power. Further, there was some liberalization 
of exchange and quantitative import restrictions affecting operations of foreizn 
owned enterprises. The improved foreign exchange position of some countries 
and the establishment in some cases of a free market for payments relating to 
invisible transactions has facilitated the flow of capital. ‘Some countries while 
still limiting transfers at the official rate of exchange maintain a broad free ex- 
change market through which it is possible to effect freely inward and outward 
transfers relating to foreign capital. 

Noteworthy was the establishment of a new system of trade and payments 
between Argentina and a number of European countries similar to the arrange- 
ments established earlier by Brazil and certain European countries. Several 
countries have also facilitated foreign investments by allowing the unrestricted 
import of foreigh capital ‘“‘in kind,” i. e., in the form of machinery and equipment. 
Argentina and Chile do not, however, grant'this privilege automatically. Rezgard- 
ing remittances of income and capital, although the general tendency is to liber- 
alize restrictions on such payments the situation in Colombia during 1956 provided 
an example to the contrary. Despite assurances contained in the general invest- 
ment law adopted by Colombia in 1953, foreign investors experienced difficulties 
in making remittances while at the same time there was a sharp decline in the rate 
at which remittances could be made in the free market. 

In his brief paper it is of course manifestly impossible to treat in any great detail 
with the particular situations in the individual countries of Latin America. 
However, certain a'breviated comments might be made as follows: 

Of all the countries of the Latin American world Venezuela and Peru would 
seem to be subject to the least control and provide the freest atmosphere and cli- 
mate for foreign investment activity. In neither country is there the necessity 
for having foreign investment activity subject to preliminary screening in order 
to determine its worthiness when viewed against the planned economic develop- 
ment pattern of the economy. Further, there is a free market in each country 
and remittances of income and capital can take place without hindrance or 
governmental supervision. The Venezuelan pattern of economic development 
activity by foreign capital has led to an unprecedented prosperity in that oil and 
iron ore rich country. 

In Peru, beginning in 1949, the administration of President Odria put into 
effect a series of measures that gave confidence to investors and stimulated domes- 
tic and foreign trade. Included in these measures were the following: (1) Adop- 
tion of a free exchange system with unrestricted conversion of profits and repatria- 
tion of capital; (2) dismantling of the import licensing system; (3) discontinuance 
of various price controls and subsidies; (4) enactment of a new mining code in 
1950 establishing reasonable conditions, without distinction of nationality, for 
the filing and exploitation of mining concessions; (5) enactment of the 1952 
petroleum law, which terminated a long period of uncertainty regarding Govern- 
ment policy; (6) enactment in 1955 of a new electrical industry law providing 
assurances regarding taxation and rate of earnings. Both Peruvian and foreign 
capital responded to these measures and real per capita income rose 34 percent 
between 1948 and 1954. 

In Argentina, the status of foreign investment has undergone fairly extensive 
changes in the last 5 years. In August of 1953 legislation was enacted providing 
more favorable remittance facilities for income and capital than had prevailed 
earlier but a substantial revision of the exchange control system in October 1955 
considerably altered the significance of the 1953 regulations. In October 1955 
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Argentina created a free exchange market, substantially reducing the exchange 
restrictions on remittances relating to foreign capital and the income thereon. 
Under present regulations, exchange derived from incoming capital may be sold 
on the free market, and capital transfers abroad, including investments by resi- 
dents or with funds released from control and belonging to nonresidents, may be 
made through the free market without a license. New incoming capital and 
income thereon may be repatriated freely through the free market. Foreign 
sapital invested in Argentina before October 28, 1955, and the income thereon 
accrued up to June 29, 1955, remain subject to control by the Central Bank, but 
income on such capital earned after June 29, 1955, may be disposed of freely and 
may be transferred abroad through the free market. The transfer abroad of a 
portion of hitherto blocked income on foreign investments was authorized during 
1956. 5 

In 1956 certain steps were taken to liberalize import restrictions on essential 
commodities, particularly those required for certain types of manufacturing; these 
steps presumably facilitated the operation of certain foreign enterprises. The 
Central Bank may permit capital investment in the form of imports of new 
machinery and raw material for initial working capital. This is subject, how- 
ever, to the condition that, when authorized, similar facilities shall be given to 
enterprises formed with predominantly domestic capital. 

Argentine Government action in the field of electric power has caused some 
uncertainty among foreign investors. Some years ago a portion of the electric- 
power facilities owned by a foreign enterprise were taken over by the State and 
today there is still an unresolved question with regard to compensation to be 
paid for the nationalized properties. In addition, during this year the provisional 
government of President Aramburu canceled the concessions of two major suppliers 
of electric power in the Buenos Aires area. However, a recent signing of an agree- 
ment under which claims against the Government by foreign packing houses were 
satisfactorily settled will partially offset this highly controversial action. 

Regarding Brazil, in January and February 1953 a comprehensive revision of 
exchange control regulations was introduced, including new rules applicable to 
foreign investments. Prior to that date remittances at the official rate of exchange 
were limited to a fixed percentage of capital registered with the authorities. Trans- 
fers relating to investments not receiving approval were not authorized but were 
frequently made through an unofficial curb market. 

The regulations of 1953 introduced a fluctuating free exchange market for 
‘invisible’ transactions, including most capital transactions. Foreign capital 
may enter or leave freely and no limit is imposed on the amount of profits that 
may be remitted. Since the supply of foreign exchange in this market has been 
small the ‘‘free’’ rate of exchange has undergone a substantial depreciation. How- 
ever, it is possible to register with the authorities certain approved investments 
of ‘unquestionable interest’? to the economy and thus be provided with a rate 
of exchange more favorable to the investor than that of the free market. The 
capital of a second category of investments of “special interest’’ to the country 
is transferable through the free market but as much as 10 percent of the income 
from such investments may be transferred at the cost of official exchange; transfer 
of other income may be effected at the free-market rate. 

The inflow of capital to Brazil has also been facilitated by a regulation whereby 
imports of capital equipment may be effected without the use of foreign exchange 
and foreign investments so licensed in the first 5 months of 1957 were valued at 
the equivalent of $43.5 million, as compared with $18.9 million for the like period 
of 1956. The United States is the largest single source of foreign investment in 
Brazil amounting to $1.2 billion at the end of 1956. 

During the past several years the Chilean Government has made determined 
efforts to attract foreign investment, to free the economy from artificial controls 
and to move toward a measure of economic stability. In 1953 the Government 
adopted a special foreign investment law providing special benefits regarding 
exchange restrictions, taxation, and other regulations. It was provided, for exam- 
ple, that for a period of 10 years, and in some cases up to 20 years, income from 
approved investments could be transferred abroad without limit; original capitai 
could be repatriated after a period of 5 years in equal yearly quotas. In addition, 
approved enterprises could be exempt from any new taxes for 10 to 20 years. 
The law was amended during 1956 so as to reduce slightly the benefits previously 
available; in particular, the importation of capital in the form of{machinery and 
equipment was restricted to goods included on Chile’s permitted]list of imports. 
By the middle of 1956 the Chilean Government had approved capital investment 
of $32 million under the foreign investment law. 
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In April of 1956 Chile extensively revised her exchange control system, sim- 
plifying the previous system of multiple exchange rates. There was established 
a free fluctuating exchange market for all commodity transactions and remit- 
tances pursuant to the foreign investment law. There was also established a 
“‘brokers’ free market’”’ for some invisible payments and private capital transac- 
tions not covered by the foreign investment law. No quantitative limit is set 
on the amounts which can be transferred through the brokers’ free market and the 
rate of exchange in this market has not diverged much from the free rate. 

Particular industries have been subject to special legislative enactment. Thus, 
a new “‘copper law’’ of May 5, 1956 and the nitrate referendum of April 23, 1956, 
are designed to attract foreign investment into these two industries. Both laws 
contain provisions ending the system of “penalty”? exchange rates at which the 
large enterprises in these industries acquired Chilean currency; other provisions 
introduce a new system of taxation aimed at encouraging increased output. 
The Chilean Congress is also considering (1) a bill to lift the ban imposed on the 
entry of private capital into the oil industry; and (2) a bill to amend legislation 
governing rates charged by private electric utility enterprises. The proposed 
amendments provide, among other things, for an initial adjustment of the book 
value of capital to reflect present value, periodic readjustment of the valuation— 
which serves as a basis for determining rates—in accordance with specified in- 
dices, a revised rate of return allowable, and automatic adjustments in rates 
authorized to compensate for increases in operating costs. 

Colombia’s basic legislation relating to foreign capital provides that foreign 
capital may be registered at the official rate, in which case it is entitled to un- 
restricted remittance of profits and repatriation of capital at the official rate. 
Capital which is not so registered must remit profits and repatriate capital through 
so-called exchange certificates. However, during the 1956 exchange crisis pay- 
ments of dividends and royalties on foreign investments did not receive special 
treatment and were subject to the same delays as applied to commercial pay- 
ments. In January of 1957 the Government announced plans for promptly 
paying dividends and royalties on foreign investment and implied that they 
would be paid in full and would not be subject to the plan for payment of other 
arrearages. In February 1957 it was announced that the Government had 
arranged with several United States commercial banks for the payment of 60 
percent of the commercial arrears in cash and the balance in 4 percent medium- 
term notes. 

The difficulties in Colombia resulted from an extreme shortage of foreign 
exchange in the first part of 1956, leading to the accumulation of substantial 
commercial arrears including remittances on account of foreign investments. 
This led to the effort of the Government to liquidate these arrears. An early 
plan to pay the arrears partly by purchasing exchange requirements through the 
free market and partly at the official rate was abandoned. However, in Novem- 
ber of 1956 the free market was changed into a free certificate market, but out- 
going capital payments and invisible transactions effected through the free 
certificate market, were made subject to license. 

Costa Rica has recently moved to liberalize its treatment of foreign investment 
of changing the exchange regulations in October of 1956. Until that time 
remittances of profits on registered foreign capital invested after January 30, 
1933, could be made at the official rate of exchange of 5.7 colones per United 
States dollar up to 10 percent of the capital invested. The law on international 
payments has now been amended to grant certain foreign-owned firms permission 
to remit at the official rate amounts for amortization, profits and interest when 
they have sold in the free market the foreign exchange derived from their invest- 
ments in Costa Rica; this is permitted only if the firms produce goods for export 
and are considered favorable to the economy. The remittances are limited to 
amounts fixed in the Central Bank’s foreign exchange budget and may not 
exceed the sale of foreign exchange by the enterprise during a determined period. 
If official exchange is desired, other than pursuant to the above regulations, 
for amortization of registered capital, it must be obtained on a case by case 
basis. Apart from these special provisions, foreign enterprises may remit or 
amortize unlimited amounts at the free selling rate of the colone. 

Paraguay in 1955 enacted special legislation designed to attract the investment 
of foreign capital and to afford privileges to approved investments. When 
registered and approved, the investor is authorized to transfer earnings and 
capital up to 20 percent per annum of the registered amount. All transfers are 
to be made at the free rate and provision is made for yearly revaluation of the 
registered amount at the exchange rate for the currency in which the transfer 


a 


—_- 4s Oo 


RELATIONS OF THE U. 8S. AND OTHER AMERICAN REPUBLICS 187 


is to be carried out. If there is a shortage of foreign exchange, the investor 
may be authorized to retain up to 25 percent of his foreign exchange earnings 
in order to make the privileged transfers above stated; in special cases the limit 
may be raised to 50 percent. Other privileges afforded registered capital include 
exemption during a specified period from import duties on investment goods and 
from new export duties, and a rebate of up to 25 percent on income tax liabilities. 
In March of 1956 Paraguay simplified its multiple exchange rate structure, estab- 
lishing an official rate for trade transactions and a free market in which capital 
and certain other transactions are to be effected. 

Nicaragua has had a special law for foreign investments since February 1955. 
Approved investments, including reinvested earnings, are registered in the cur- 
rency of the country of origin and earnings and capital may be transferred abroad 
without limit at the rate of exchange used for “essential’’ imports. 

In Bolivia, the petroleum law of 1955 has resulted in the granting of several 
concessions to foreign private enterprises and in 1956 it was announced that a 
new mining code was in preparation. Pending the promulgation of the code 
the Government announced that the following principles would govern mining 
operations: (1) No restriction of foreign ownership of mining enterprises; (2) 
customs exemption for imports of machinery and equipment free; (3) tax exemp- 
tion during the initial years of commercial operations; (4) rapid amortization of 
capital investment; and (5) liberal facilities for transfer of profits abroad. 

In December of 1956 comprehensive changes were made in the exchange system 
of Bolivia with the multiple exchange rate system being replaced by a single 
fluctuating rate for all transactions. Under this new system inward and outward 
capital transfers by residents or nonresidents may be effected freely at the free 
rate of exchange while transfers of income on foreign capital may be similarly 
made. 

E. CONCLUSION 


The increase in foreign investment in Latin America is not an isolated hap- 
penstance but is part of a pattern of inflationary activity occuring in other parts 
of the world as well. The present boom is essentially a long-term investment 
boom resembling the increase in economic activity which, in the past, has been 
associated with an upward phase of the business cycle. In some countries the 
boom began in 1954 while in others it came somewhat earlier or somewhat lester. 
The boom has brought with it a tendency to turn to the banks for both short- 
and long-term financing thus placing the banks under the obligation to take 
sufficient measures to insure that there should be no undue expansion of central 
bank credit. In general, then, the world economy, in which the Latin American 
countries are integrated, seems to be in a position which, according to past ex- 
perience, is likely to occur when an investment boom has gone on for a number 
of years; increased supplies resulting from past investment then begin to reach 
the markets and act as a strong counterweight to the remaining inflationary 
pressures. At the same time, there are large amounts of investments which 
have already been launched but not yet completed; these investments will need 
further financing, in some instances in very large amounts. 

The demand for these investment funds, including the demand for bank credit, 
will therefore persist over a period of time into the future. It will be up to the 
individual countries to take measures to control the supply of credit, in some 
countries to continue restrictive credit policies and in other countries to relax 
such measures. In controlling the supply of credit it will of course be necessary 
to be ever mindful of the impact of foreign investment capital and the measures 
taken to induce the flow of such capital into the country. The supply of foreign 
exchange to service the capital thus attracted must be made continuously avail- 
able and hence controls on the domestic credit situation must be exercised with 
that objective in mind. 

In any event, the future holds in store an increase in the need for additional 
foreign investment funds in order to aid and assist the economies of the Latin 
American countries to grow and to flourish. The Governments of these countries 
have taken certain measures to induce the inflow of development funds and have 
gone far, in some areas, to create an investment climate which will not only 
attract but will hold such funds. Similarly, the Government of the United States 
has taken certain steps to make public funds more easily available for develop- 
mental purposes and continues to induce private investment funds to go abroad. 
It is also clear that additional measures are underway, both at the initiative of 
the United States Government and with the cooperation of several of the Latin 
American governments, to further increase the flow of foreign investment funds. 
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Past history very clearly shows that where fair treatment of private capital is 
assured there is no lack of caiptal available for developmental purposes. In 
consequence, we can envisage a continued outflow of capital funds from the 
United States to the Latin American countries. 

In the final analysis, however, regardless of the legislative and legal provisions 
for either inducing the flow of, or retaining, foreign investment capital, we can all 
agree that the primary essential ingredient for future economic development is the 
continued mobilization of the human and material resources of the Latin American 
countries. Such a mobilization assisted by legal measures and other govern- 
mental action will go far toward increasing the flow of private investment 
capital to the Latin American countries and thus help in furthering the acecomplish- 
ment of those economic objectives to which we all so heartily subscribe. 







































F. RECOMMENDATIONS 





In the light of the foregoing analysis and conclusions the following reeommenda- 
tions are made for consideration and adoption by the Inter-American Bar Associa- 
tion: 

(1) Resolved by the Inter-American Bar Association, That it is desirable for 
Governments of the Western Hemisphere to continue to enact and support 
measures for increasing the flow of private and public investment capital into the 
Latin American countries and, as well, measures for treating such capital fairly, 
equitably and without discrimination; and further 

(2) Resolved by the Inter-American Bar Association, That this committee be 
continued and given permanent status under the name of the Committee on 
Foreign Investment. 

Respectfully submitted for the committee. 


CHARLES R. Norpera, Esq., 
United States of America, Chairman. 


CoMMITTEE MEMBERS 






Argentina: Dr. Julio Oscar Ojea and Dr. Santiago Baque. 

Bolivia: Dr. Alcides Alvarado Daza. 

Chile: Dr. Osvaldo Rengifo. 

Costa Riea: Dr. Fernando Fournier and Dr. Juan Edgar Piecado. 

Honduras: Dr. don Roberto Ramirez and Dr. don Marco A. Batres. 

Mexico: Lic. Augustin Rodriguez, Jr. 

United States of America: William 8. Barnes, Esq., and William S. Culbertson, 
Esq. 

(Notre.—Because of lack of time the above report was not circulated to the 
committee members for comment prior to this conference. Further, several of 
the committee members are preparing individual country papers for submission 
to the conference.) 

APPENDIX 


LATIN AMERICAN FOREIGN INVESTMENT LAWS 









Argentina 


Law No. 14,222 of August 26, 1953, governing foreign capital investment; 
Decree No. 19, 111 of October 14, 1953, regulating the application of law No. 


Decree No. 25,113 of December 24, 1953, on intangible property (patent rights, 
etc.) ; 

Central Bank Circular 1852 of November 16, 1953, on the census of foreign 
capital invested in Argentina prior to August 26, 1953; 

Central Bank Circular 1890 of January 8, 1954, on the eligibility of transferable 
profits for reinvestment in Argentina; 

Executive Order No. 637 of January 17, 1955, on the status of investments 
made prior to August 26, 1953; 

Decrees devaluing the peso and reforming exchange controls, October 28, 1955; 
and 

Circular 2324, November 17, 1955, re imported new machinery as investment. 















Bolivia 
Investment Law of October 17, 1945. 
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Brazil 


Law No. 1.807 of January 7, 1953, and Decree No. 32.285 of February 19, 1953; 

Law No. 2.145 of December 29, 1953, and Decree No. 34.893 of January 5, 1954; 

Instruction No. 81 of the Bureau of Supervision of Currency and Credit of the 
Bank of Brazil (SUMOC) of December 22, 1953; 


SUMOC advice of August 12, 1954, regarding procedure for presenting new 
foreign investment projects; 


SUMOC instruction of January 21, 1955, concerning import permit not depend- 
ing on exchange coverage; and 


SUMOC Instruction 113 of January 17, 1955, on imports without exchange 
cover. 
Chile 


Decree-Law No. 427 of November 10, 1953, as restated by Decree-Law No. 
437 of February 2, 1954; Regulation No. 427 of May 3, 1954, and amended by 
Law No. 12,084 of August 13, 1956. 


Law No. 11,828 of May 5, 1955 (‘‘copper law’’); and 
Law No. 12,018 of April 23, 1956 (“nitrate referendum’’). 
Costa Rica 
Law No. 36 of December 21, 1940. 
Cuba 
Law No. 2, May 22, 1951; 
Law of Industrial Encouragement, August 15, 1953; 
Law-Decree No. 548, November 20, 1952; 
Law-Decree No. 813, April 17, 1953; 
Executive Decree No. 2590, September 22, 1953; 
Executive Decree No. 1222, May 6, 1953; 
Law-Decree No. 1276, January 28, 1954; and 
Law-Decree No. 1526, July 8, 1954. 
Dominican Republic 
Article 90 of the constitution (regarding tax exemptions for new industries). 
Ecuador 


Law of October 5, 1921; 

Decree of May 7, 1938; 

Law of December 18, 1946; 

Decree of April 26, 1949; and 

Industrial incentive law, published June 27, 1957, in the Official Gazette, 


El Salvador 


“Development”’ laws based on Article 136 of the Constitution, e. g., Law of the 
Development of Transportation Industries (1952); Law for the Development of 
the Hotel Industry (1953); and Law for the Development of Theaters and Movie 
Houses (1954). 


Guatemala 
Law for industrial development, Decree 459, December 11, 1947. 
Haiti 


October 8, 1949, law granting certain tax exemptions to new industries, as 
modified by law of October 29, 1954. 


Honduras 
No specific law regulating foreign investment. 
Mezico 


Law for development of new and necessary industries, as published in the 
Official Gazettes for January 4, 1955, and February 3, 1955. 


Netherlands Antilles 


The law granting tax holidays to new industrial and hotel enterprises appears 
in publication sheet 1953—No. 194. 


Nicaragua 
Law on Foreign Investments (Decree No. 10), February 26, 1955. 
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Panama 

Decree-Law No. 12, May 10, 1950, as modified by Decree No. 191 of January 15, 
1953 (industrial incentive law) ; and 

Law No. 18, June 17, 1948, and Law No. 27, December 21, 1950 (regarding 
Colon free trade zone). 
Paraguay 

Decree-Law No. 30, March 31, 1952, offering special concessions to new and 
economically desirable investments; and 

Law No. 246, February 25, 1955, which establishes a system for the incorpora- 
tion of foreign capital. 
Peru 


No special legislation; an industrial incentive law is, however, under con- 
sideration. 


Puerto Rico 

Industrial Incentives Act of 1954 (Act No. 6 approved December 15, 1953). 
Surinam 

New legislation is in preparation. 
Uruguay 

Law No. 11.073 of June 24, 1948, regarding financial investment companies. 
Venezuela 

No special legislation. 

NOTES 


(1) Absence of special legislation does not necessarily connote lack of effort to 
attract capital or new industry. To the contrary, countries such as Peru and 
Venezuela have a free foreign exchange market and permit unlimited capital 
transfers, pursuant to which they are progressing very well indeed without new 
legislation. 

(2) The above list clearly is illustrative only and does not purport to be ex- 
haustive. It is furnished as a guide and a starting point for inquiry. 

(3) For general reference see: 

Foreign Capital in Latin America, United Nations sales No. 1954, II G. 4. 

Financing of Economic Development, Recent Governmental Measures Affect- 
ing the International Flow of Private Capital, United Nations publications, 
ECOSOC, E/2766, June 2, 1955; E/2901, June 21, 1956; E/3021, June 21, 1957. 

Seventh and Eighth Annual Report, Exchange Restrictions, International 
Monetary Fund, 1956 and 1957. 

Study of Latin American Countries, Interim Report of the Senate Committee 
On Banking and Currency, Report No. 1082, 83d Congress, 2d session, 1954. 

Handbooks published by the United States Department of Commerce; Invest- 
ment in Colombia (1953); Investment in Paraguay (1954); Investment in 
Venezuela (1953); Investment in Mexico (1955); Investment in Central America 
(1957); Investment in Peru (1957). 

The International Flow of Private Capital, 1946-52, United Nations publica- 
tion, sales No. 1954 II D 1. 

Economic Survey of Latin America, 1956, United Nations Publication. 

Tax Aspects of Doing Business in Latin America, by Morton Pomerantz, 
United States Department of Commerce, printed in the University of Virginia 
Law Review, November 1957. 

Tax Factors in Basing International Business Abroad, Law School of Harvard 
University, 1957. 

Mr. Vauuance. Further, in seeking for additional ways and means 
of helping to ameliorate the underlying difficult economic conditions 
which characterize currently the economic relationships of the United 
States to the Latin American countries, the committee determined 
that it would be in the best interests of all the countries who are 
members of the OAS to hold a meeting on Inter-American Foreign 
Investment and Economic Development here in Washington. 

This matter was discussed with Dr. José A. Mora, Secretary General 
of the Organization of American States, who agreed that the OAS. 
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would cosponsor such a meeting with the Inter-American Bar 
Association. 

I offer for the record an exchange of correspondence with Dr. Mora, 
concerning the holding of this meeting. 

(The documents referred to are in the files of the subcommittee.) 

Mr. Vauiance. It is planned this meeting will be held on October 21 
through 24 of this year and that each one of the Latin American 
countries will be given an opportunity to present in detail the political, 
economic, and legal aspects of the climate which currently exists for 
foreign investment and economic development in their respective 
countries. 

A comprehensive record will be prepared of these statements and 
the proceedings of the meeting and the report will be widely dis- 
tributed throughout the United States and Latin American countries. 

In this way, gentlemen, we feel that the Inter-American Bar Asso- 
ciation is making its contribution to furthering the interests of the 
people and the Government of the United States, as well as the in- 


terests of the peoples and governments of other nations of the Western 
Hemisphere. 


COOPERATION IN LEGAL ASPECTS OF PEACEFUL USES OF 
IN THE WESTERN HEMISPHERE 





ATOMIC ENERGY 


As soon as it became apparent that the immediate future held 
promise of the increasing use of atomic energy for peaceful purposes 
in all its applications, the Inter-American Bar Association took steps 
in Buenos Aires in November 1957, to organize a committee to collect 
the laws on this subject that had been adopted in the different 
countries. 

We have now organized an Inter-American committee which is 
headed by William Mitchell, former General Counsel of the United 
States Atomic Energy Commission. Mr. Mitchell is helping us 
organize a committee of 7 from each each of the 7 nations that are 
active in this field. It will collect the laws and assist in studies of the 
peaceful uses of atomic energy. 

In concluding my statement, I wish to discuss the visits to Brazil, 
Argentina, Uruguay, Paraguay, Bolivia, and Peru, which I made in 
connection with the conference in Ar gentina. As your committee has 
considered the treatment accorded Vice President Nixon during his 
Latin American trip, you may be interested in my personal experi- 
ences, and comments I heard in connection with my trip to the 10th 
conference. At that time I was a member of the Legal Adviser’s 
Office, Department of State. 

I first visited Rio de Janeiro and Sao Paulo, Brazil. In both of 
those cities I met a number of lawyers, all of whom were most cordial 
and expressed friendly sentiments toward the United States. They 
advised me about the increasing efforts at communist infiltration and 
the activities of the Brazilian bar and other cultural agencies in resisting 
them. 

In Argentina, throughout my visit, there was only the most cordial 
reception by the lawyers and offic ials of the government and of the 
law schools, the only untoward incident being that previously 
mentioned. 

In Montevideo, Uruguay, I was advised by lawyer friends about 
the increasing difficulties for American capital and the anti-American 
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feeling caused by the decision of Swift and Armour to close their 
packing plants in that country, thereby throwing out of employment 
a large number of persons. The restrictions on imports of wool into 
the United States were also a disturbing factor. 

In Asuncién, Paraguay, lawyer friends introduced me to members 
of our profession who expressed resentment about the governmental 
restraints on the practice of the legal profession there and the alleged 
mistreatment of some prisoners and resentment over grants of funds 
to that Government by the United States. 

Mr. Brrp. Now, the governmental restraints you are speaking of 
are restraints on the part of the local government? 

Mr. Vauuance. Yes. Restraints on the part of the Paraguayan 
Government. 

In La Paz, Bolivia, my lawyer friends were especially grateful to 
the United States for the aid which their Government had received 
in maintaining economic activities. Those I met were very well 
disposed toward the United States. 

In Lima, Peru, my former lawyer friends extended hospitality to 
me. I called upon President Abastos at the office of the bar associa- 
tion and later was extended the privilege of being the guest of honor 
at a reception given by the bar association that was attended by 
former President Bustamente, by the Secretary of State, Dr. Cisneros, 
and by many other officials and important members of our profession. 

As a result of discussion with Peruvian lawyers, I am convinced 
that there is no sympathy with the Communist efforts to infiltrate 
that country. However, I must advise the committee that on a trip 
to Cuzco, after the fifth conference in 1947, I saw a school with the 
hammer and sickle painted on the outside of the building, and I was 
advised that this school was conducted by Communists with a view 
to stirring up trouble among the Indian population of that region. 

Mr. Byrp. Where was the school located? 

Mr. Vauuancer, In Cuzco, which is the seat of the old Inca 
Empire. That is back in the Andes Mountains. 

In conclusion, I wish to thank the members of the committee for 
their patience, and assure them that, in my opinion, there is great 
friendship among the masses of the people in Latin America for the 
people of the United States, but there is real danger’ that 
Communist influences, especially in the schools and universities, will 
succeed in misleading young people unless the governments con- 
cerned take vigorous action to resist these efforts. 

Mr. Byrrp. Thank you, Mr. Vallance. Do you know whether or 
not there are other similar schools, and whether or not this school is 
still in existence? 

Mr. Vauuance. No; I do not know that. 

I might add this statement. It is based on information I received 
from lawyers. It is not the best evidence, but I have been told that 
the Toledano group in Mexico, which has headed the Communist 
activities in Latin America to a considerable extent, and has had 
cooperation from the Communist groups that left Spain after the 
revolution over there, has now had its headquarters shifted to Brazil, 
and that a great deal of activity is being stirred up in Brazil. 

You doubtless have sources of information more reliable than any 
that I have, but I give that information to you as indicating that there 
is a united central organization that is carrying on Communist prop- 
aganda throughout the Americas. 
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Mr. Byrp. Mr. Fascell. 

Mr. Fascexu. I have several quick questions. 

Is there any noticeable effort, with respect to either communistic 
lawyers, or communistic-sy mpathizing lawyers, in the Inter-American 
Bar Association? 

Mr. Vauuance. Would you please repeat that question? 

Mr. Fascetu. Is there any current effort being made by either 
Communist lawyers or Communist-sympathizing lawyers within the 
Inter-American Bar Association? 

Mr. VaLuance. No; we have no known group within the Inter- 
American Bar Association that is made up of Communist sym- 
pathizers—— 

Mr. Fasce.ti. And no current effort similar to the effort made by 
the Lawyers’ Guild some years back to infiltrate? 

Mr. Vauiance. That is correct. We have no such group. 

Mr. Fasce.u. Is there a comparable group—that is, a group—well, 
let me change that, because we could not compare it in any way, 
but is there an inter-American group of communistic lawyers, or 
communistic-sympathizing lawyers? 

Mr. Vatiance. I do not know of any such group. 

Mr. Fascett. Are communistic lawyers in the various Latin 
American countries, if any, are they organized, or are they just part 
and parcel of the respective societies within those countries’ 

Mr. Vauiance. I believe that the latter is the case. 

Mr. Fascet. If they exist, they are part of the regular legal 
societies in the respective countries? 

Mr. Vatiance. | believe that is right. 

Mr. Fasce... Is it your thought that the Communists—first of all, 
let me ask you this: Are there Communist lawyers in Latin American 
countries? 

Mr. Vauuance. I believe that there are such lawyers. 

Mr. Fascett. Do you think that they are a significant factor? 

Mr. Vattance. So far as I know, they are not a significant factor. 

Mr. Fascetit. Now, when was the Committee for Juridical Defense 
of the Western He misphe re Against Communism organized? 

Mr. Vauiance. The first committee was organized by Dr. Eduardo 
Salazar, who was chairman of the executive committee, as a result of 
the meeting in Dallas, at which the Attorneys General of different 
countries were present, as I have mentioned. 

Mr. Fasceti. What year was that? 

Mr. VaLuancer. That was in 1956. 

Mr. Fasce.tu. And the impetus that was given for the organization 
of this inter-American specialized committee was the report of the 
Attorneys General of the Latin American countries on Communist 
efforts within those countries? 

Mr. Vauuance. Including the United States Attorney General. 

Mr. Fascexu. In other words, it is logical to assume from this, of 
course, that Communist efforts in the Western Hemisphere are a 
significant factor and matter of concern to all inter-American lawyers? 

Mr. Vauuance. It is true, undoubtedly. I would like to supply 
for the record a list of the committees that have been organized thus 
far, starting with Dr. Salazar’s home country, Ecuador, where he 
organized the first committee in 1956. He then proceeded to organize 
committees in Peru, in Chile, in Cuba, in Costa Rica, in Panama, 
and in the United States. 
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We had our meeting in Argentina in November 1957, and, at the 
close of that meeting, the Argentine committee was organized under 
the chairmanship of Dr. Eduardo Busso, who is the president of the 
Argentine Bar Association. Those groups consist of hots 25 to 40 of 
the outstanding lawyers in the respective countries. I believe that 
they are awakening to the dangers of communism in their respective 
countries. 

What we wish to do through this inter-American committee is to 
bring about the exchange of information between the groups, because 
we are working against an organized group, in my opinion, that is 
now, I believe, centered in Brazil. 

In other words, we desire—— 

Mr. Fascetu. Now, this organized group is a_ nonprofessional 
group? 

Mr. VaLuance. That is my understanding, and that it is financed 
from Moscow as a center for the distribution of Communist propa- 
ganda in this hemisphere. 

The purpose of the Buenos Aires resolution is to let each country 
have its own committee of devoted and dedicated people who are 
going to resist in every way the extension of Communist teaching and 
Communist infiltration into labor organizations and into societies and 
similar groups. We know that their tactics are to get control of the 
officers, particularly the secretarial positions in organizations. 

Mr. Fascetu. Are there any comparable professional committees, 
or even lay committees to the Committee for the Juridical Defense of 
the Western Hemisphere Against Communism? 

Mr. Vauuance. | know of none. 

Mr. Fascetu. In other words, the medical profession has no com- 
parable committee? 

Mr. Vauuance. I do not believe they have. 

Mr. Fasce.u. The engineers? 

Mr. Vautiance. Notso far as I know. 

Mr. Fasceiti. Do you think the subject is sufficiently important 
that other professional groups with inter-American ties might well 
consider what the Inter-American Bar Association has done in this 
field? 

Mr. Vauuance. I think that is a very constructive suggestion, that 
they might very productively cooperate with us. I say that because 
they have groups of educated individuals who realize the dangers of 
communism and therefore can use their great influence in the educa- 
tion of the masses. 

In that regard, I wish to pay tribute to your great State of Florida— 
the bar association of your great State of Florida. 

Mr. Fascent. You can do both, It is all right. 

Mr. Vauiance. Which has taken the initiative in teaching in the 
schools the dangers of communism. The lawyers have realized that 
they have a part, as officers of the court, in seeing that our institu- 
tions are not sabotaged by these Communists. 

Mr. Fascetu. I can appreciate your mentioning that. As a matter 
of fact, I am quite proud of the bar association’s slead in the study of 
communism by the bar association itself. 

It might be a surprising fact, but I know that our local bar associa- 
tion, the Dade County bar, undertook that as a special project for the 
lawyers. 
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To my own way of thinking, I think it would be extremely helpful 
because you have to understand your opponent before you can evalu- 
ate him. One of the great dangers we a —_ have is the question of 
underestimating our opponent’s strength. Certainly it seems to have 
been the case with respect to this conflict of ideologies. 

I would like to close, Mr. Chairman, by paying my respects to 
Mr. Vallance for years and years of tremendous work and effort that 
he has directed in a very fine professional society. He has done an 
outstanding job. 

IT am happy that they will be holding their conference in Miami in 
1959. I trust that the work here in Congress will not be too demand- 
ing. Perhaps, it might be possible for me to get back and enjoy the 
conference. 

Mr Va.uance. Iam sure that we will insist that you be present and 
help us entertain the visitors. 

Mr Fascetu. You have a very fine local committee down there 
working with you. 

Mr Va.uance. It is a very fine committee and is very active, as 
shown by this fine bulletin that they have gotten out. This is volume 
I, No. 1, of the Bulletin of the Inter-American Bar Association, which 
is a new publication in the legal field. Twenty-five thousand copies 
of it were published by the organizing committee with this message 
from President Eisenhower. It is planned to get a message from the 
President with a photograph, of each of the Latin American countries 
and to include one of them in each of the issues that will be published 
from now until the time of the conference. 

Mr. Fascetu. I am glad you mentioned that because that recalls 
my final question to mind. Why is Canada no longer a member of the 
association? 

Mr. VALLANCE. Canada was quite interested in the organization 
as shown by the participation of Prime Minister St. Laurent at the 
second meeting. We had a considerable number of Canadian dele- 
gates at some of our conferences, including a Canadian senator from 
Quebec, a very prominent lawyer from Toronto, and several profes- 
sors, who attended the meetings in Mexico, in Santiago, and in 
Lima; however, some internal difficulty developed, I believe, because 
these delegates had their expenses paid by the Canadian Government. 
The general rule is that delegates pay their expenses to these meetings. 
In the United States delegates pay their own expenses. 

I have been advised that the matter of continuing membership came 
up for discussion at a meeting of the Canadian Bar Association at 
Banff and there was very little attendance of the French civil lawyers 
from Quebec who were especially interested in this organization. I 
am told also that there were financial reasons within the bar associa- 
tion. 

I am hopeful that some Canadian lawyers will attend the meeting 
in Miami. President Cody Fowler is working on that matter. 

Mr. Fasce.u. Certainly someone could come as an observer. 

Mr. Vauuance. Their Minister of Justice came to the Dallas 
meeting and presided, as a matter of fact, at this attorneys-general 
meeting on communism, so that there was this exchange of views, 
but he came as a guest. Through him I have been endeavoring to 
get the Canadians back. The President of the Canadian bar is a 
man named Arthur Kelly from Toronto. He will be a guest at the 
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meeting of the American Bar Association at Los Angeles the last of 
August, and I hope to discuss this subject with him upon that occasion, 

Mr. Byrp. Mr. Fasc ell, have you further questions? 

Mr. Fascety. That is all the questions I have, Mr. Chairman; 
thank you. 

Mr. “VALLANCE. May I pay tribute to Mr. Fascell’s assistance and 
cooperation in our activities? He was good enough to print a speech 
that I made before the Florida Bar Association in the Congressional 
Record which contained some information about our organization. 
I was able to use reprints of it in connection with our individual 
membership program. We are indebted to him and I personally 
appreciate very much his presence this morning. 

Mr. Byrp. Thank you, Mr. Vallance. I am very pleased to have 
you say that about our respected member of the committee. 

I want to pay tribute to him, too. He is a very active Member of 
Congress; he is extremely conscious of his responsibilities, not only to 
the people of his own district, but to the people of the entire country 
as well, and he is a faithful member of our subcommittee and the full 
committee. 

He is alert and he always asks incisive questions and I personally 
am very grateful to him for the assistance he has given me on this 
subcommittee and for his attendance. I think he is always quick to 
perceive some of the points that we need to explore and I am extremely 
grateful to you for your thoughtfulness in saying that about our 
member. 

I wonder if you would care, as briefly as you possibly can, Mr. 
Vallance, to state your views as to whether or not you believe the 
corporation laws and the laws governing investment capital in Latin 
American countries are conducive to the encouragement of invest- 
ments on the part of our American businessmen? 

Mr. Vautuance. Well, I think that many of those laws should be 
amended and prov ision should be made for greater protection of in- 
vestments from expropriation of the properties involved. That, of 
course, is the great danger confronting a person who proposes to invest 
money in a Latin American country. We all have in the backs of 
our minds the experience of the petroleum companies who had in- 
vested their money in good faith in Mexico and whose properties were 
expropriated by the Mexican Government. After many years they 
obtained some compensation, but nothing like the actual going value 
of the properties. 

It was only because those companies were well backed financially 
that the loss of that sector of their business did not cause them serious 
difficulty, if not bankruptcy. 

I think that is one area where we must do our best to get protection 
for our investments in Latin America. 

We realize that in the field of the telephone business, for example, 
there is the possibility of establishing government ownership of 
telephone facilities. That is a field in which there has been difficulty. 
Within Argentina our companies have organized subsidiary telephone 
companies in cities or provinces and installed modern facilities and 
then those facilities have been taken over by the provinces. They are 
still trying to get paid for them. 

There is a feeling in some of the countries that United States 
capital exploits their natural resources. In Brazil, there is very strong 
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feeling against American capital going in and developing the petroleum 
that is undoubtedly somewhere to be found there. 

In contrast, in Peru, there was at the time of our meeting in Lima 
in 1947, the same feeling that petroleum must be developed by 
Peruvian capital or by the Peruvian Government. How ever, I think 
to some extent, as a result of our meeting there and discussion of the 
advantages of private capital, those laws were changed and millions 
of dollars of American capital were invested in oil wells in Peru. 
As a result, some producing wells have been developed. 

Mr. Byrp. Why does that feeling exist in Brazil? 

Mr. Vauuance. It is rather surprising that it should exist there, 
Brazil is a great country like our own. Its back areas are in much 
the same situation that our West was 100 years ago and they are 
fearful that these natural resources will fall into the hands of aliens 
and be exhausted before the population catches up with that area. 
It is surprising tome. I have argued the point strongly with Brazilian 
friends that they are retarding development. 

In contrast, in Venezuela, American capital has gone in and as a 
result a higher standard of living that has been developed in Venezuela 
with the American capital as a base upon which that has been possible. 

Mr. Byrp. Do people generally feel unkindly it thi 

ay: Do they feel too much of the profits are coming to America 
rather than going to the people at the local level? 

Mr. Vauuance. I do not think that that is primarily the situation. 
I think that it is a sort of a nationalistic feeling, a feeling of pride in 
their ability to get along without outside help. 

(Discussion off the record.) 

Mr. Byrp. The Brazilians are not opposed to American capital 
because it is American; are they? 

Mr. Vauuance. No. 

Mr. Byrp. You do feel that, generally speaking, the laws in Latin 
America are not favorable to the creation of a good climate which 
would encourage the entrance of American capital? 

Mr. Vautuance. I feel that they should be amended to provide 
greater protection for capital when it comes in there. 

This volume that I gave you of the proceedings of the ninth confer- 
ence at Dallas contains summaries of the laws of ten of the principal 
countries. We are endeavoring to get that report extended to other 
countries. ‘That is the green book. 

Mr. Byrp. Do you feel that with the inflow of greater amounts 
of American capital, relations between the countries of the Western 
Hemisphere would naturally become closer and warmer? 

Mr. Vauuance. I think it depends a great deal on the personnel that 
goes in. One of the things I think we should emphasize is the impor- 
tance of having our American citizens who go there realize that the 
Latin Americans are a people with a great background of history, 
education and culture. 

One of the things that I have enjoyed particularly has been to find 
the great culture that exists and has existed for centuries in Latin 
America. We must realize that a great civilization was developed 
by the Spanish in that area and the Cuzco art group developed some 
of the finest paintings that were painted in those times. They 
ranked with the best of the Flemish and other art of Europe. 
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An interesting experience I had was going to an abandoned Catholic 
church where there were some 10 paintings of this Cuzco school of 
art, of the Last Supper and other Biblical scenes. The population 
of that area had changed and it had become rural, agricultural. The 
abandoned church was used as a center for fixing the price of wheat 
and barley on Sunday afternoons. 

Mr. Byrp. I was interested in what prompted your suggestion. 
You suggested that the people who go—who accompany the invest- 
ments should have a greater awareness of the culture and the rich 
history of the country. Now, something must have prompted your 
suggestion. 

Mr. Vautuancre. Many of the people that I have met from the 
United States down there do not know Spanish, so they make the 
people they deal with speak in English. 

Mr. Byrp. You would lend emphasis to the suggestion that it 
would contribute to a better feeling among the Americas if our students 
in American schools were taught Spanish, Portuguese, and other 
languages? 

Mr. Vatuance. Yes; the two principal languages are Spanish and 
Portuguese. French, of course, is the language of Haiti, but other- 
wise, Spanish and Portuguese would be of great help to American 
students who go down there, American tourists and especially Amer- 
ican businessmen who go down there with the idea of doing business. 

Mr. Byrp. I understand that the Russians teach their students 
foreign languages in grade 5. 

Mr. VatLaNce. That is a very good point. 

Mr. Byrp. From your long experience and your observations, you 
would think it well that we, in America, include in the curriculum at 
an early age the teaching of a foreign language, or of foreign languages 
to our children? 

Mr. Vauuance. Yes. 

Mr. Byrp. What can be done by your association to encourage 
more favorable investment laws in the countries of Latin America? 

Mr. Vauuancr. As I pointed out, we are having this investment 
conference here in October in cooperation with the Organization of 
American States, the Pan-American Union. 

Dr. Mora is very enthusiastic about it and I think that it will pro- 
vide an opportunity to publicize the existing laws and to show wherein 
they could be amended to protect capital from expropriation or to 
provide that if it is expropriated, compensation would be promptly 
made available and that the personnel involved would be able to 
salvage their investments in homes to some extent. 

Mr. Byrp. Mr. Fascell, have you any further questions? 

Mr. Fasceu. I have no further questions, thank you, Mr. Chair- 
man. 

Mr. Byrp. Mr. Vallance, would you care to suggest to the commit- 
tee any recommendations that you have as to what can be done to 
improve the relations between the United States and the Latin 
American countries? 

Mr. Vauuancr. I would like to urge you to provide greater appro- 
priations for the exchange-of-students program. I say students. 
I will include professors also. I think that is one of the greatest 
opportunities that this country has. 

In explanation of that, I would like to point out that at our meeting 
in Buenos Aires we found that the Minister of Commerce was a 
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graduate of the law school of Southern Methodist University. He 
had attended the special school that is organized at Dallas in the 
Southwestern University Law School. The other officials that I met 
in many cases had been educated in the United States schools. I 
remember a meeting in Cali, Colombia—I might explain that I was 
raised on a farm and have been very interested in agriculture, as I 
have a farm in Ohio. 

It was at a country club there, while I was en route to our conference 
in Lima. I[ sat in on a meeting with one of our Senators at which there 
was discussion of raising the breeds of cattle in Colombia, and also 
the question of raising and caring for wheat so it would not get musty 
when it was stored. 

The Senator was telling what they did in Nebraska and the 
Colombian official present said, “I want to get more information 
about that. I studied some things about the breeding of cattle when 
I was a student in the Agricultural School in California.”’ 

Those instances indicate to me—as well as numerous other ones— 
the importance of getting the young men of those countries who, on 
account of language, normally go to Spain or to France or to Italy or 
Germany, to come to the United States and to get their education 
here. 

When I was up in Cuzco on this trip I previously mentioned, I was 
impressed in meeting a graduate of the School of Agriculture, a veter- 
inarian from the University of Minnesota. I was endeavoring in my 
broken Spanish to get a readjustment of my berth on the train. He 
offered his assistance and then we had quite a discussion of his work 
as a veterinarian. He was bringing animals from the United States 
into those areas for breeding purposes. 

Mr. Byrp. Now, Mr. Vallance, what other suggestions would you 
have? 

Mr. Vatuancr. I think the exchange of visits is of great importance. 
I think in our tourist program we have not adequately emphasized 
the tourist advantages of Latin America. Contrast the thousands of 
people who are flocking to Europe this year with the small number of 
people who are going to South America and providing dollars down 
there for their economy. I think every effort should be made to pro- 
mote tourism, through our Commerce Department and other agencies, 
to induce people to go to Latin America. 

As the Vice President said, it is not the land of manana and the 
samba only. There is not only entertainment, but educational things 
there. 

The third thing that I would recommend is that our program for 
economic development provide funds for development of hydropower 
in those countries. The place that impressed me most in that regard 
was the great Iguacu Falls which are on the boundary between 
Brazil and Argentina. 

There is a tremendous cataract, at least three times the size of 
Niagara, that is going to waste. There is no structure built there 
like we have in Niagara to develop hydropower. That impressed me 
particularly as I have been counsel for the United States on the Bound- 
ary Waters Commission between the United States and Canada and 
have been working on the development of the St. Lawrence Seaway and 
the redevelopment of Niagara Falls. 
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I believe that the economy of that region could be greatly improved 
and that great returns could be obtained financially by the develop- 
ment of the Iguacu Falls. 

I would like to see an Inter-American commission on natural re- 
sources organized so that we can spot the areas that need development. 

We have spent money in France and other places, but let’s do some 
of this work in Latin America. I think that is something that should 
be developed by the committee with some of our agencies in that 
field. Information should show what the possibilities are and what 
they are doing—in Latin America as contrasted with what they are 
doing in other parts of the world. 

Mr. Byrp. Do you have further suggestions, Mr. Vallance? 

Mr. Vauuance. I think this suggestion of getting other organiza- 
tions of a cultural nature to take an interest in Latin America that 
has been made by Mr. Fascell is an excellent one, and I think that 
it might be useful for you to consider inviting some of the officers of 
the medical association and other groups to appear before you and to 
tell you what they are doing, for example, with respect to the develop- 
ment and distribution of isotopes and other recent medical cures, in 
Latin America. 

I was impressed by the attendance of a number of physicians from 
Latin America who had lawyer relatives and called on me for that 
reason, at the World Health Organization meeting recently held in 
the United States. Some of them met at the Sheraton-Park Hotel. 
I had the privilege of entertaining some of the physicians from 
Argentina. 

I think there is a great opportunity for bringing about closer cultural 
affiliations among the physicians of North and South America. 

Mr. Byrp. Do you feel that our offering of asylum to certain de- 
posed Latin American leaders might have contributed to a deteriora- 
tion of relations? 

Mr. Vauiance. Undoubtedly that has had its effect. 

Mr. Byrp. Have you heard any expressions of resentment on the 
part of the members of your association concerning our presentation 
of medals and so on to dictators? 

Mr. Vauuance. Yes, I have heard criticism of that action. 

Mr. Byrn. Mr. Fascell. 

Mr. Fasceiy. No questions. 

Mr. Byrp. If there is no objection, I would like to insert in the 
record 62 pages of material from the volume entitled “Ninth Con- 
ference Proceedings, Inter-American Bar Association, 1956.’’ These 
62 pages are included in a section entitled “Special Report to the 
Ninth Conference of the Inter-American Bar Association on the 
Corporation Laws of Various Latin American Countries Applicable 
to Foreign Corporations and Their Subsidiaries.” 

The committee staff has informed me that this is a compilation or 
a résumé of the investment laws in 10 of the leading Latin American 
countries and [ think it is very pertinent to the subject of the hearings 
being conducted by our subcommittee, and I believe it will be very 
useful not only to our subcommittee, but also to various agencies and 
individuals in and out of our Government who may be interested in 
the subject of investments in Latin American countries. 

Most of the witnesses who have appeared have assigned to the 
subject of foreign investment a degree of importance which leads me 
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to believe that such inclusion of this material would be serviceable 
and useful. 


(The document referred to follows:) 








SPECIAL REPORT TO THE NINTH CONFERENCE OF THE INTER- 

AMERICAN BAR ASSOCIATION ON THE CORPORATION LAWS OF 
VARIOUS LATIN AMERICAN COUNTRIES APPLICABLE TO FOR- 
EIGN CORPORATIONS AND THEIR SUBSIDIARIES 






















The developing importance of the Inter-American Bar Association in the 
complex social structure which characterizes Inter-American life has highlighted 
the need for greater mutual understanding of the laws of the nations of the 
Americas, 

At the suggestion and request of a special committee, representing the American 
Bar Association and the Inter-American Bar Association, a study was made of 
the foreign corporation laws of 10 of the Latin American countries to develop in 
appropriate detail the extent of thcir similarities and differences. This is the 
first time such a vast undertaking has been initiated, and it is felt that this report 
is of such vital importance and usefulness to the lawyers and businessmen of the 
Americas, that a special place has been provided for it in the proceedings of the 
Ninth Conference. 

The foreign corporation laws of Costa Rica, Cuba, Mexico, and Venezuela were 
summarized by Antonio Rosas Sarabia, Esquire, of Chicago, Ill. The foreign 
corporation laws of Argentina, Brazil, Chile, Colombia, Nicaragua, and Peru 
were summarized at the Law Institute of the Americas, Southern Methodist 
University, Dallas, Tex., under the direction of Dr. Julio Cueto Rua, by the 
following members of the institute: 

Argentina: Dr. Fernando Barrancos y Vedia. 

Brazil: Judge Gentil do Carmo Pinto. 

Chile: Prof. Juan Guillermo Matus. 

Colombia: Dr. Hugo Riveros Perilla and Judge Hernan Salamanea. 
Nicaragua: Lic. Mariano Fiallos-Oyanguren. 

Peru: Dr. Alvaro Llona. 











ForREIGN CorPoORATION Law oF ARGENTINA 









(a) Theory of corporations and sources of the law 

In Argentina corporations are mercantile entities with juridical personality. 
They must be authorized by the executive power and have their purpose and 
object in accord with the governing commercial laws and administrative regula- 
tions. A corporation is the only commercial society which the law clearly defines 
as a juridical person (Civil Code, art. 33, ine. 5). The corporation comes into 
existence the moment it has been authorized by the government and its bylaws 
are approved (art. 45, Civil Code). 

The withdrawal of governmental authorization dissolves the corporation. The 
government may withdraw the authorization accordingly to article 48 of the 
Civil Code: (1) If the society has violated or transgressed the conditions or clauses 
of the legal authorization; (2) if it cannot fulfill its own bylaws; (3) if the dissolu- 
tion is necessary or convenient to public interest. But neither the authorization 
nor the withdrawal are left to the arbitrary discretion of the executive power. 

The code of commerce (art. 318, the last part) states: ‘‘The executive power 
will grant the authorization whenever the foundation, organization, and bylaws 
of the soviety are in conformity with the rules of this code, and its purpose not 
contrary to the public interest.’’ The executive power could not arbitrarily decide 
on a dissolution, because the courts have the duty to see that the decisions of the 
executive power do not affect the rights and warranties granted by the constitu- 
tion and the laws (Supreme Court, La Ley, vol. 42, p. 880, quoted by Garo, Socie- 
dades Anonimas, vol. 1, Buenos Aires, 1954, p. 107, note 36). 

In Argentina, the approval of the corporation by the executive power is not 
considered to be a contract subject to the rules of private law, but, on the contrary, 
a governmental act of the administrative power, subject to the regulations of 
administrative law. That is why it is considered that the executive power as to 
the corporation has the attributes of the public power acting as a sovereign and 
not as an equal. Nortwithstanding, this power cannot be arbitrarily exercised, 
and the administrative discretion is subject to judicial control. In practice, the 
courts have not interfered with the discretion with which the executive power has 























202 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


exercised this faculty. The corporation derives, as Ascarelli states (Principios y 
Problemas de las Sociedades Anonimas, Mexico, 1951, p. 57 and note 110), from a 
purely lateral contract that states not only the duties between the partners but 
also creates an organization directed to fulfill an activity with third persons, and 
this organization has a juridical personality and estate that is different from the 
property of each individual partner. 

Sources.—The code of commerce deals with corporations in articles 313, 2371; 
the decree of April 27, 1923, states the competence of the General Inspector of 
Justice; statute 4157 of December 30, 1902, refers to the capital of corporations; 
statute 5125, of September 19, 1907, and statute 6788 of October 21, 1909, deal 
with the submission to the General Inspector of Justice of the corporations’ 
balance sheet; statute 8867 of February 6, 1912, governs the establishment of 
foreign corporations; statute 8875 of February 23, 1912, governs the issue of 
debentures. 


(b) Procedure for the admission of foreign corporations 


The Argentine Code of Commerce recognizes the legal existence in the Republic 
of foreign corporations functioning according to the laws of the country of their 
origin. Consequently, the duties and rights to the partners, or with respect to the 
society, are ruled, in general, by the corporation’s constitution, but the acts per- 
formed in connection with third persons must submit to Argentine laws as far as 
the place of celebration or the place of fulfillment of the contracts are within the 
territorial limits of Argentina. Three different situations may be considered: 

(1) Article 285 of the code of commerce: ‘‘Societies which are legally formed in a 
foreign country, and which have no registered office, branch, or any other kind 
of partnership representation in the Republic, can, nevertheless, practice therein 
the proper acts of commerce which are not contrary to the national law.”’ Thus, 
foreign corporations can exercise in the country isolated acts of commerce without 
any requirements for admission. The partnership may oblige itself, acquire 
rights, and appear before the courts. It has been said by Carlos Malagarrigs 
(Tratado Elemental de Derecho Comercial, tomo 1, page 644) that this article 
deals with an impossible case, because, as isolated as these acts may be, a society 
cannot fulfill acts of commerce in Argentina without having ‘‘a registered office, 
branch, or other kind of partnership representation.” A foreign corporation can 
make a contract by mail without such representation with persons domiciled in 
Argentina, but article 285 does not provide for these cases, because it refers only to 
acts fulfilled in Argentina. We believe that this statement is basically correct. 

(2) Article 287 of code of commerce and statute 8867 deal with a foreign cor- 
poration establishing a branch or other kind of partnership representation in 
Argentina. Statute 8867 of 1912 declares that where corporations are legally 
formed in a foreign country and establish a branch or other kind of partnership 
representation in Argentina they may function without requiring a previous 
authorization by the executive power, provided they prove to competent courts 
that they are formed in accordance with the laws of their respective countries, 
and that they have inscribed their constitutions, bylaws, and qualifying docu- 
ments with the public register of commerce. This rule is applicable to partner- 
ships where the country of their origin admits reciprocity, according to article 2 
of statute 8867. Garo (op. cit., p. 115) says that, since the rules of statute 8867 
have for their purpose the broadening and clarifying of article 287, the publication 
of the bylaws and amendments thereto, as is required of domestic partnerships, 
must be done, and this has finally been determined by the courts (e. g., caso 
Molino Bruning, 8. S. in J. A., vol. 69, p. 973, and in La Ley, vol. 17, p. 780). 
So, by judicial construction, publication is required of a foreign corporation’s 
bylaws, in addition to their inscription in the public register of commerce, even 
though statute 8867 only referred to this latter requirement. The petition for 
the inscription in the registers must be filed with a competent judge for commercial 
matters in the Federal capital or other local jurisdiction before the branch or 
partnership representation may function. 

As to the formalities for the bylaws, they are ruled by the laws of the place of 
their origin, as is the agency of their legal representatives. The commercial 
court of appeal has deemed it necessary to register the bylaws and amendments 
thereto with a notary public, but it is not necessary for a full transcription to be 
placed in the books of such notary public (case en La Ley, tomo 22, p. 537, v J. A. 
vol. 71, p. 806, caso Lagerhaus, 8. A.). 

All the papers must be written in their original language, “‘with the requirements 
stipulated by the law of authentication, with a version in the national language 
by a public translator” (art. 9 of the decree of April 27, 1923). The documents 
must be authenticated by a notary public, whose signature must be legalized by 
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a court and this authenticated by an Argentine consul. After that, the Argentine 
consul’s signature is authenticated by the Ministry of Foreign Affairs. 

(3) To avoid the possibility that certain partnerships may be established in a 
foreign country to elude Argentine laws in spite of the fact that the principal 
business is done within the Republic, article 286 of the code of commerce, modified 
by statute 3528 of September 30, 1897, establishes: “‘Societies which are formed 
in a foreign country for practicing the principal commerce in the Republic, with 
the greater part of their capital raised therein, or which have therein their principal 
board of directors and the meeting of the members, shall be considered for all 
purposes as national societies and subject to the provisions of this code.” 

Thus, if a corporation is established in a foreign country and the greater part of 
the capital has been raised in Argentina, or that it has the principle board of 
directors and holds the meeting of the members in Argentina, it must submit to 
all formalities and requirements established for Argentine corporations. 

The wording of this article has raised several problems in Argentine law: The 
expression ‘principle commerce’”’ has been criticized as being vague and indefinite; 
the scope of the expression “The greater part of their capital raised therein” has 
been discussed as to what is the meaning of the expression “‘capital raised,”’ if it 
refers only to the social stock, or to the social stock plus the property raised by 
an issue of debentures; it has also been asked what importance the fact that 
sapital may be raised in Argentina has if the shares can be made to the bearer, or 
can be subscribed to through a third person for foreign residents (Isauro P, 
Arguello, Regimen internacional de las sociedades anonimas en la Republica 
Argentina in Revista de la Facultad de Derecho y Ciencias Sociales, ano VI, 
No. 26, pp. 31, 32). 

{c) Requirements as to capital, agents in the country, etc. 

There are no special requirements for foreign corporations as to capital. In 
connection with the three situations analyzed in paragraph B, the one arising 
under article 285 is no problem; the one arising under article 286 is expressly sub- 
mitted to the same rules provided for Argentine corporations; and the one arising 
under article 287 is not subject to a minimum amount of capital; this and the 
successive increases of capital are subject to the law or origin. As to the issuance 
and quotation of shares in Argentina they must fulfill the rules provided by the 
organization of the committee for stock market, decrees 15353 of May 28, 1946, 
and 12793 of June 2, 1949. The stock market cannot authorize the quotation of 
any shares in the country without the previous approval by the committee. 

Article 528 of the Code of Commerce dealing with the rules concerning insurance 
contracts, states that: ‘Foreign insurance companies cannot establish agents in 
the republic without authorization of the proper executive power. If they do so 
the agents shall be personally liable, as well as in the case of infringement of the 
constitution of their company.”’ This article has not been revoked by statute 
8867 (La Ley, vol. 10, p. 89). 

Article 38 of decree of April 27, 1923, rules that the general inspector of justice 
will control the existence of foreign corporations, see to it that they have the 
necessary elements for their purposes, that they abide by their own bylaws, and 
that due notice of their action and their partnership documents is given to the 
shareholders in the republic. Article 39 requires that domestic and foreign 
partnerships ‘‘must keep their books and publish their acts, notices of meetings, 


etc., in the national language, though a duplicate in the language they choose 
may be published.” 


(d) Limitations to the activities of corporations 


In general foreign corporations are legally allowed to carry on in Argentina the 
same type of acts of commerce that can be carried on by Argentine corporations. 
In spite of this some special restrictions must be noted: Insurance companies. 

Statute 12988 ratified in 1947 repealed the decree which created instituto 
mixto de reaseguros and statute 14152 created the instituto nacional de seaseguros 
in its place. Decree 10307 of June 11, 1953, governs the text of those statutes 
and their regulations. The articles of the restated text declare: 

Article 13: All persons, goods, things, movables or immovables, liabilities or 
damages that must be insured and that depend, belong, or are used by the nation, 
the provinces, the municipalities, self-governing entities or by physical or juridical 
persons exploiting a concession, permit, or franchise, with exemptions or privi- 
leges of any kind of virtue of law or by authority of offices of the nation, provinces, 
or municipalities, must be exclusively insured by Argentine companies. In case 
of violation the same sanction of the previous article will be applicable. 
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Article 14: All sorts of goods that enter the country must be also insured in 
Argentine companies whatever be the form and the risk of their transportation 
if the risk is on the persons who received them in the Republic, so as the insurance 
on goods which leave the country by any means if the risk of the transportation 
abroad falls on the person who sends them. In the proceedings of the customs, 
a declaration under oath must be taken as to whether the risk has been insured 
and a copy of the respective policy must be enclosed. Violation will be sanc- 
tioned as established in article 12. 

Article 22: New insurance companies or foreign companies or foreign companies 
representations cannot be created nor established from the date of this statute 
without the due authorization of the executive power which will concede them 
after a hearing by the Instituto Nacional de Reaseguros, which will inform it if 
the considered creation or establishment is needed by the market, and the super- 
intendencia de seguros de la nacion. 

Article 2 of statute 12988 establishes the monopoly for the Instituto Nacional 
de Reaseguros in that type of transaction, which is ratified by article 3 of decree 
10073 of June 9, 1953. 

Banks 


Decree 25120 of 1949 restated the text of the general statute on banks 12962 
(decree 14962/46): and its article 4 refers to the obligation of foreign banks with 
branches in the country actually and permanently to maintain sufficient capital, 
and, gives to the central bank the power to determine the amount of capital to 
this effect (Cavagna Martinex, Sistema Bancario Argentino, 1954, p. 251). 

Internal air transportation.—The Code of Air Navigation (Statute 14037 of 
1954) states in article 100 that foreign airplanes cannot take passengers, mail 
or cargo in Argentina for transportation to another place within the country, 
unless the executive power, for exceptional reasons of general interest, deemed it 
necessary to authorize the performance of such services by said airplane; such 
authorization would be temporary in nature. 

Cabotage.—Decree law 19402 of 1944 states the old rules, that cabotage between 
national ports is reserved for Argentine ships. 


(e) Regulation of instruments and shares of corporations 


Statute 8875 of February 23, 1912, regulates the issuance of debentures. 
Article 30 establishes: Partnerships established in a foreign country that issue 
debentures with the floating warranty effecting goods located within the republic, 
must register within 6 months from the date of issuance in the public register 
of commerce of the Federal capital. The loan contract which is the ground for 
the issuance of debentures or from which the amount of debentures issued and 
warranty granted be shown, under the penalty that those warranties will not 
have a validity in the republic. If the goods of the society were located exclu- 
sively in the territory of a single province the register will be done in the corre- 
sponding register of commerce. 

“Every issuance of debentures with a warranty not limited to specified immov- 
ables is deemed to have a floating warranty. If the warranty be special the 
register in the Mortgage Register is also necessary. The inscription referred to 
will be made by the petition of the partnership, the trustees or any holder of 
this debenture. The violation of these rules will be sanctioned with a fine of 
$1,000 pesos to be paid by the debtor partnership for every month of delay.” 

The contract of issuance performed in a foreign country with a floating war- 
ranty will be effective from the date of signature of the said contract but as it 
refers to goods located within the republic, the law establishes a term of 6 months 
for its inscription in the Public Register of Commerce, and if this register has 
not been made, the contract will not be effective in the republic until such regis- 
— which in this case must also include a fine of $1,000 pesos for every month 
of delay. 

If the debentures are issued with a special warranty, other than the inscription 
in the Public Register of Commerce, registration must be made in the Mortgage 
Register of the place of location of the movable affected (art. 3314 del Cod. Civil y 
Arts. 6 and 30, 2a parte, de la ley no. 8875). 

In the case Fisco de la Provincia v. F. C. Midland de Buenos Aires (J. A., vol. 41, 
p. 854) the Civil Court of Appeals of La Plata declared that the legal nature of 
debentures issued in a foreign country is no different from that established by 
Argentine laws, namely, a credit corresponding to a divided loan, and in case of 
dissolution of the partnership or expropriation by the administrative power grants 
“es oe holders a preference on the partnership’s assets with respect to the share- 

olders. 





















RELATIONS OF THE U. 8. AND OTHER AMERICAN REPUBLICS 205 


Besides, every offer or quotation of instruments or shares is governed by the 
rules of decree law 15353 of May 28, 1946, namely that stock markets in Argentina 
sannot authorize the quotation of new sets of public or private instruments 
without the previous approval by the Committee of Values. The stock markets 
were regulated by decree 12793 of June 2, 1949. 


(f) Regulations as to meetings of shareholders and directors 


In general there are no special legal rules as to meetings of shareholders and 
directors of foreign corporations functioning in Argentina. Three situations may 
be considered: 

(1) Cases of article 285: meetings of shareholders and directors must take place 
in the country of origin. 

(2) Cases of article 287: when only “a branch or type of partnership represen- 
tative’ of the foreign corporation is established in Argentina, shareholders 
meetings and board of directors meetings must take place according to the laws 
of the country in which the partnership has been formed. 

(3) Cases of article 286: In these cases the partnership “shall be considered as 
national societies and subject to the provisions of this code,’”’ that is, the general 
shareholders assemblies will take place at least once a year during the first 4 
months after the previous balance (art. 347, Code of Commerce); extraordinary 
general assemblies shall be convoked when the directors or the sindicos deem it 
necessary, or when required by shareholders representing one-twentieth of the 
capital of the bylaws do not require smaller representation (art. 348, Code of 
Commerce). 

The following articles Nos. 349-359 of Code of Commerce provide for the func- 
tioning cf shareholders meetings. The sindicos (art. 340 and following articles 
of the Code of Commerce) and the general inspector of justice (art. 2, ine. a.; 
24, 27, 28, etc., decree of April 27, 1963), control functioning of the shareholders 
meetings. 

The general rule is that before the date of the assembly, the shareholders must 
deposit their shares to prove their quality. (See Carlos C. Malagarriga, Tratado 
Elemental de Derecho Comercial, first part, I, 1951 p. 4x 520/523.) In connection 
with this article 31 decree of April 27, 1923, states that: ‘“‘bylaws will not admit 
clauses requiring a previous deposit of the shares to assist the assemblies if the 
beginning of public notice is not advanced in proportion with the terms of this 
advancement, which can never exceed 3 days.’ Article 32 establishes that 
shareholders with shares in their own name who are personally present cannot be 
denied entrance to a meeting for lack of deposit of shares unless they are in delay 
with payment. On this subject a decree of June 27, 1927, obliged the corpora- 
tions to keep a registered attendance of shareholders at meetings and stated that 
corporations that require the previous deposit of shares in their bylaws may use 
the book of shares deposit as attendance register. Another decree of October 29, 
1930, established that shareholders residing in a foreign country, who deposit 
their shares in a bank of the place where they live may send to their proxies a 
telegram giving notice of the deposit, but they must forward a verifying certificate 
30 days prior to the assembly (Malagarriga op. cit., p. 521). 

The Code of Commerce refers, in two articles, to shareholders residing in foreign 
countries. Article 358 says that “when a corporation has shareholders residing 
in a foreign country, who represent at least 25 percent of the subscribed capital, 
they shall have power to combine for examination of the accounts and reports of 
the directors and inspectors, and to appoint one or more to represent them in the 
ordinary general meetings in which they shall have as many votes as belong to 
the combining shareholders according to the constitution.’”’ And adds that “‘in 
that case they shall appoint a president to receive the copies of the reports and 
accounts which the central office must send with proper notice, to summon the 
members to the conferences and to correspond with them,’”’ and that ‘‘these 
provisions do not prejudice the individual exercise of the right of shareholders, 
when they do not wish to proceed collectively according to this article.” The 
shareholders residing in the Republic, as well as those residing in foreign countries, 
can, of course, gather to examine the reports and accounts of the directors and 
sindicos and can also appoint one or more persons to represent them in the general 
assembly to participate as proxies in discussions and votings. 

Article 359 says that “Save as provided by the preceding article or the contrary 
provisions of the constitution, shareholders resident in a foreign country are on an 
equal footing in all respects with those residing in the Republic.”’ 

In the case Aberg Cobo, Martin v. Hale Lida., S. A. (J. A. T.1943-II, p. 645), 
the Commercial Court of Appeal of the Federal Capital, it was held that to prevent 
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the vote of shares deposited in a foreign country it is necessary that the bylaws 
expressly provide for this, and that the clause ‘‘a receipt of deposit of the shares 
of some bank of the capital”? does not require the actual and physical presence of 
those shares in the country. 


(g) Regulation of transactions and finances 


The financing of a foreign corporation’s transactions is done by bank loans or 
through the issuance of shares. The offer or quotation of instruments is governed 
by the rule of Decree Law 15353 of May 28, 1946, that established that the stock 
markets cannot authorize the quotation of new sets of public or private instru- 
ments without the previous approval of the Committee of Values. 


(h) Requirements of reports and accounting 


Statute 5125 of 1907 refers to the submission to the Inspector of Justice of 
corporations’ balance sheets. Article I says that domestic and foreign corpora- 
tions will have to send the balance sheet to the General Inspector of Justice every 
3 months, for its publication and monthly to all banks adjusting the balance to a 
form approved by the respective Ministry. The balance of the branches of 
foreign corporations refer only to transactions concluded in the country. Article 
2 adds that the omission or violation of this obligation will be punished with a 
fine, though they will still be subject to an inspection. 

Statute 6788 of 1909 established that corporations referred to in article 1 of 
statute 5125 that do not keep or handle funds other than those resulting from the 
issuance of their own shares must send to the General Inspector of Justice yearly 
the documents and the minutes of the general assembly for the publication of the 
balance sheets. Article 55 of decree of April 27, 1923, says, “‘The filing of the 
referred documents accordingly with statute 6788 and articles 361 and 362 of 
Code of Commerce will be done yearly by the corporations within the time and 
form determined by article 24.’ The third paragraph of this article adds that, 
“Foreign corporations that do not handle other funds than those outcoming from 
their shares will file within 120 days of the end of the fiscal year, the balance 
sheet of the transactions realized in the country and the respective exploitation 
accounts.” Article 55, fourth paragraph, says that, “Corporations that keep 
or handle public funds or money not exclusively outcoming from the sale of their 
shares will file every 3 months within the 30-day limit the balance sheet of the 
transaction of the space of 3 months.” 

Article 59 decree of April 27, 1923, says that “the balance sheet of foreign 
branches or agencies will refer only to transactions within the republic. These 
branches or agencies are obliged to keep with them the accounting referring to the 
transaction realized in the republic, though they may keep another accounting in 
their main office.” 

Article 72 of the same decree: ‘“‘Domestic insurance companies and branches 
or agencies of foreign insurance companies will submit to the General Inspector 
of Justice together with their balance sheets the following data with statistical 
purposes: The amount of insured capital and of the reinsurances that will be 
deducted from them; the amount of the advancements on policies determining 
the actual value of the discounted policies; and the number and amount of dam- 
ages occurred during the fiscal period specifying the payments during that period 
and those that are in their liquidation and judicial proceedings, separately, until 
the date in which the controversy is over. All this data will be referred to the 
different risks on which the partnership operates from them and will include only 
the transactions realized within the country for branches or agencies of foreign 
corporations,” 

In addition, the representative must keep books as set out in the Code of Com- 
merce, articles 43 and 44 and following. Every merchant must keep books of 
daily correspondence, of daily transactions, and inventory lists. 

(1) Regulations applicable to foreign corporations with domestic subsidiaries 

If a corporation, subsidiary to a foreign corporation, is organized in Argentina 
it is governed by the Argentine laws that rule any other corporation established 
in the country. The members must be at least 10; the capital or its first stock 
issue cannot be less than the 20 percent of the authorized capital and must be 
completely subscribed; the shareholders must have paid the 10 percent of the 
subscribed capital in cash deposited in a national provincial, or private bank, 
the partnership must be established for a fixed period of time and must have been 
authorized by the executive power (art. 318 of the Code of Commerce). They 
are under the control of the General Inspector of Justice (decree of April 27, 1923). 

Furthermore these corporations are obliged to abide by the Argentine laws 
referring to Argentine antitrust laws, price control, etc. 
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ForeIcN CorporaTIon LAw oF BRAZIL 


(In the preparation of this summary, the author has followed rather closely a 
statement of the laws of Brazil printed by the Division of Law and Treaties, 
Department of International Law, Pan American Union, Washington, D. C., 1955. 


(a) Theory of business corporations and sources of law 


Brazilian law contemplates as legal entities all human associations organized 
for a specific purpose with few exceptions. This juridical personality derives 
from the association itself once registered and not from any Government grant. 

A corporation may be organized for any purpose not contrary to law, public 
order, or good morals. The corporation may select its name freely but the name 
must include the words “sociedade anonima’’ (corporation) or its abbreviation 
“S. A.” or the word ‘“‘companhia’’ (company) and must indicate the company’s 
main purpose. The first step in the formation of a Brazilian corporation is the 
preparation of its articles (estatutos) which contain all regulations regarding the 
purpose of the corporation, its name, headquarters, capital, shares, management, 
shareholders’ meetings, its fiscal council (Conselho Fiscal), its dissolution and 
liquidation, and any other provisions or rules which the shareholders may wish 
to include as a part of the articles. 

When the articles are ready, the next step is subscription of the capital. Sub- 
scription may be private or public. No time limit is fixed by law for subscription, 
but the capital must be fully subscribed and at least 10 percent of the capital must 
be actually paid in upon subscription and deposited in a bank. Until the corpo- 
ration is fully organized no amount may be withdrawn to cover expenses of or- 
ganization or for any other purpose. When private subscription is used, organi- 
zation may be effected either by resolution of a general meeting of the subscribers 
or by written contract among them recorded by a notary. 

When public subscription is used, a general shareholders’ meeting is called at 
which the organizers make known the results of the capital subscription and the 
completion of legal obligations. 

Minutes of the meeting are drawn up and signed by all shareholders and the 
subscription list, as well as receipts for the bank deposit of 10 percent or more of 
the capital are filed with the National Department of Industry and Commerce, 
if organized in Rio de Janeiro, or with the State Commercial Board (Junta Comer- 
cial do Estado) if organized elsewhere. 

The minutes of the organization meetings are then published in the official 
gazette (Diario Oficial) and in a widely circulated newspaper at the federal 
capital or at the capital of the state where the corporation is being organized. 
The publication is then filed with one of the above-mentioned offices. A certificate 
to this effect is issued. 

When these requirements have been completed the corporation is duly organized 
and may commence operations. The organizers are personally and unlimitedly 
liable for any acts performed in the name of the corporation before completion of 
the above formalities. 

As we have indicated above, the existence of the corporation as such, with all 
the rights and privileges inherent in juridical personality, do not derive from a 
grant or charter given by the State, but it is an entity which owes its existence to 
the prior legal act of association, organization, and registration by the promoters 
of,the corporation. We may say that the theory underlying the creation and the 
operation of a corporation in Brazil is that of a contract. 

Sources.—The basic legal regulations are to be found in the Decree Law No. 
2627 of September 26, 1940, subsequently amended by the Decree Law No. 5956, 
of November 1, 1943, with regard to the duty of depositing in a bank the amount 


or capital received from subscribers of shares during the organization of a cor- 
poration. 


(b) Procedure for admission of foreign corporations 


In order to operate in Brazil any foreign corporation must present to the 
Government: (a) a certified copy of the articles of incorporation and bylaws; 
(b) a list of shareholders containing the name, address, occupation, and the 
number of shares held by each stockholder of record; (c) the latest balance sheet 
of the corporation; (d) a certified copy of a resolution approved at a shareholders’ 
meeting authorizing the corporation to operate in Brazil and setting aside a 
part of its capital for its operations; and (e) a power of attorney appointing a 
representative in Brazil with full powers to manage its affairs in the country, to 
decide upon all questions which may arise between the corporation and the 
Government may impose in authorizing the corporation to operate in Brazil, 








208 RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 


These documents must be authenticated by a Brazilian consulate abroad and 
subsequently translated into Portuguese by a Brazilian sworn public translator. 

The Government’s authorization is in the form of a decree published in the 
Diario Oficial together with the text of the documents indicated above. 

The corporation must then deposit in a Government-inspected bank the entire 
amount of the capital that is to be devoted to its business in Brazil. 

The corporation must next file a copy of the Diario Oficial containing the decree, 
and the receipt for deposit of capital and for payment of the stamp tax required, 
with the National Department of Commerce and Industry in Rio de Janeiro, or 
with a State Commercial Board (Junta Comercial do Estado) according to the 
place where the principal office is to be located. Notice of this filing is then 
published in the press. The corporation is then officially ready to operate in 
Brazil. 

If a foreign corporation decides to do business in Brazil through a subsidiary 
organized under the laws of Brazil, it ought to meet the prescriptions of the law 
related to minimum capital and type of shares which can be used, as well as the 
common requirement for incorporating a Brazilian corporation. 


(c) Requirements as to capital resident agents 


The capital of a Brazilian corporation must be divided into shares and they 
may be common or preferred, in one or more series, and either nominative or to 
bearer. Whenever the law specifies that all or a certain number of shareholders 
must be Brazilians, all shares must be nominative. Preferred shares may relate 
either to dividend payments or to reimbursement of capital. 

The capital of a corporation may be contributed in money or in goods which can 
be evaluated in money. If any subscriber desires to contribute capital in a form 
other than money, a general shareholders’ meeting must appoint three appraisers 
to determine the value of such contribution. When the appraisal is completed, 
the findings are made known to another shareholders’ meeting which then must 
decide whether to accept the payment or not. If the meeting fails to approve the 
appraisal or it is not acceptable to the subscriber concerned, the corporation 
cannot be organized. 

Until fully paid up, shares must be nominative. Only after at least 30 percent 
of the capital has been paid in, may shares be offered for sale, and the seller of a 
share which has not been fully paid up, continues to be liable for the remainder for 
a period of 2 years, unless the purchaser pays this amount. 

If a shareholder fails to make payment of the capital which he has agreed to 
contribute, the corporation may sell his shares on the exchange for his account and 
risk. If no purchaser is found for such shares, they shall be declared void by the 
corporation and the capital must be correspondingly reduced. 

Shares issued to bearer are transferred by mere delivery as in the case of any 
personal property. Registered shares may be transferred only by formal signature 
in the transfer ledger which must be kept by every corporation. 

Whenever necessary, the capital may be increased if proposed by the board of 
directors or any shareholder. The proposal must be submitted to the fiscal council 
for approval and a general shareholders’ meeting is called to decide on the matter. 
The meeting must be attended by voting shareholders representing at least two- 
thirds of the capital, unless three calls have been necessary. 

The capital of a corporation may not be increased before the original capital or a 
previous increase has been fully paid. 

If an increase in capital is authorized, subscription is opened. If the subscrip- 
tion is to be made in private, there are no special formalities to be fulfilled. If in 
public, the minutes of the general shareholders’ meeting must be published in the 
press together with the opinion of the fiscal council, the articles, the latest balance 
sheet, a general prospectus of the corporation, the types of shares and their priority 
in sharing in the profits and capital, the measures to be taken in case of over- 
subscription, etc. If all or a part of the increase is to be paid for in goods rather 
than money, they must be described in the published notice. 

Existing shareholders have priority by law in subscribing to new shares in pro- 
portion to those already held and are entitled to a period of 30 days in which to 
exercise this right or sell such right to others. 

The remaining steps are the same as for the original capital subscription. 

The capital of a corporation may also be increased, when there is a surplus, by 
distribution of a stock dividend. 

The capital may also be reduced, either by reimbursement to shareholders 
of a part of the value of their shares or by full redemption of a certain number of 
shares selected by lot. The capital may also be reduced in case of losses by 
making a corresponding reduction in the par value of the shares. It may also 
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be reduced merely by waiving payments still to be made by shareholders on 
subscribed capital. The procedure is the same as for increases in capital. 

\ corporation may also redeem shares by lot without a reduction in capital if it 
has surplus available for the purpose, or it may purchase its own shares on the 
exchange if they are quoted at below par value. 

If the foreign corporation decides not to incorporate a subsidiary under the laws 
of Brazil but to register in Brazil as a foreign corporation in accordance to the 
procedure indicated above under (b), then the foreign corporation is obliged to 
deposit in a Government-inspected bank the entire amount of capital that is 
to be devoted to the business in Brazil. 


(d) Restrictions on corporate activities 


As we have indicated above, in general there are no restrictions on the activities 
of foreign corporations willing to do business in Brazil. They are legally entitled 
as the Brazilian corporations to undertake any kind of business not contrary to the 
law, public policy or good morals, with specific limitations as to certain types of 
activities deemed to be of such importance that the Brazilian Government felt 
that it should be able to keep complete control at any time. Thus, prospecting, 
exploitation, refining, and maritime and pipeline transportation of oil and gas are 
monopolized by the Brazilian Government (art. 1, statute No. 2040, 1950). 
The same monopoly exists as to hydroelectrical power developments in accordance 
to article 153 of the Brazilian Federal Constitution. Exploitation of minerals, 
either in public or private land, is dependent upon an authorization of the Federal 
Government. Mines of substances related to atomic energy are national reserves 
under the control of the state (statute No. 1310, 1951). There are other lines of 
activities which are affected by prescriptions related to nationality, as insurance, 
fishing, journalism, radio broadcasting, coastal shipping, and air transportation. 
Corporations engaged in banking ought to have the approval of the Superintendent 


of Money and Credit, a governmental department, under the terms of the decree 
No. 14728, 1921. 


(e) Regulations of corporate securities 


Brazilian subsidiaries of foreign corporations are required to provide the quota- 
tion of their shares and debentures at the stock exchange (decree law No. 9783 
of September 6, 1946), and the transactions at the stock exchange are subject 
to the authorization and control of the ‘‘Camara Sindical dos corretores de fundos 
publicos” (decree No. 19398, 1930). 


(f) Regulation of meetings—Stockholders and directors 


The foreign corporation doing business in Brazil through a subsidiary organized 
in accordance to Brazilian law has to follow the legal requirements established by 
the law, which, synthetically stated, are: 

Board of directors Corporations are managed by a board of directors, who may 
or may not be shareholders, elected for a period of not over 6 years but eligible 
for reelection. 

Brazilian law does not assure proportional representation of shareholders nor 
representation of minorities on the board of directors of a corporation, but follows 
the principle of absolute control by the majority group. he law even goes so 
far as to prohibit multiple voting which is so frequently used in other countries 
to assure proportional representation. The law, however, does not provide how 
the articles shall determine the method of appointment and substitution of direc- 
tors. Therefore, it seems to be legal to provide in the articles that shareholders 
may place all their votes on a single name, and at the same time providing that 
if any director loses his post a new election of all the directors should be held. 

The articles must fix the number of directors, their term of office and method 
of selection, the powers and duties of each and the manner of their substitution 
in case of incapacity or vacancy. 

Absentee directorships are not allowed. All directors must be residents of the 
country. 

Directors normally have the general power of management; that is, they may 
jointly perform other acts, such as to sell property, borrow money, pledge cor- 
porate property as security. As to others that are not ordinary acts of manage- 
ment, the directors must be given special powers by the articles or specific author- 
ization at a shareholders’ meeting. Sales of property and debts referred to herein 
are those which are not a part of the normal conduct of business of the corporation. 

If not otherwise stipulated in the articles, each director severally represents the 
corporation and is granted all the aforementioned powers of management. 

Directors may not make gifts at the expense of the corporation, but this shall 
not prevent small donations to charity commonly made by corporations. 
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In the event of a vacancy in the board of directors, the substitute shall hold 
office for the remainder of the term for the post he fills, unless a shorter term is 
fixed by the articles. 

Each director is jointly and unlimitedly liable with the others for any losses or 
damages caused by failure to comply with legal provisions, and he is individually 
liable for loss or damage incurred through the exercise of his specific powers. 
Action for damages against a director may be initiated by any shareholder if 
the remaining directors do not do so in the name of the corporation within 6 months 
after the first ordinary general meeting that has been informed of the matter. 
Other corporate boards. 

The shareholders are permitted to create other bodies, in addition to the board 
of directors, with technical functions or for advice to or guidance of the directors, 
but they may not be given powers of management which must necessarily be 
exercised by the directors. 

Besides the board of directors, every corporation must have another body called 
the conselho fiscal (fiscal council), whose functions are to verify the accounts of 
the board of directors every 3 months and to issue the statement of balance each 
year. The members of this body are elected annually by a general shareholders’ 
meeting and are eligible for reelection. They need not be shareholders but must 
be residents of Brazil. Shareholders do not have access to company accounts 
except through this council. 

The law expressly assures to any dissident shareholder who represents one-fifth 
or more of the capital, the right to elect separately one member of the fiscal 
council. 

General meetings —The supreme authority of a corporation is the general share- 
holders’ meeting (assembleia geral). It is required to meet every year to pass 
upon the accounts of the board of directors, elect the fiscal council, and when 
necessary elect the board of directors or fill vacancies therein. 

Every shareholder, whether preferred or common, is entitled to attend the 
general meeting regardless of the number of shares he may possess. Each share 
of common stock entitles the holder to one vote, although the articles may specify 
a maximum number of votes for each shareholder. 

Shareholders present at a meeting must prove their right to be present. 
Holders of registered shares must exhibit identification documents if required; 
holders of bearer shares must exhibit the respective shares or a document showing 
they are deposited with the corporation or otherwise as designated in the charter. 

Shareholders may be represented by others duly authorized to act by proxy, 
but members of the board of directors, the fiscal council or any other body created 
by the directors may not act as representative or proxy of a shareholder at a 
general meeting. 

In the ease of corporations which are holders of shares of other corporations, or 
of persons under guardianship, their legal representatives may attend and take 
part even when not shareholders themselves. 

Holders of preferred shares are not entitled to vote unless the articles grant 
them such right. However, they acquire the right to vote if their dividend is 
passed for 3 years. 

Any shareholder without the right to vote, such as preferred shareholders, may 
take part in discussions. 

The call for a general shareholders’ meeting must be published at least three 
times in the official gazette of the Federal Government or State and in a widely 
circulated newspaper at the place where the principal office of the corporation is 
located. Notices must be published at least 8 days in advance for the first call 
and 5 days for the second. They must state the date, hour, and place of the 
meeting and indicate the matters up for discussion. 

A general meeting may not take up matters which were not mentioned in the 
notice, except by consent of all shareholders of the corporation. However, it 
shall not be legal, even by unanimous consent, to waive notice of a meeting. 

Normally the quorum for a general meeting is one-fourth of the capital stock 
with voting rights; if this quorum is not attained on first call a second meeting 
must be called at which no special quorum is required. If the business under 
discussion involves a change in the articles, the required quorum on first or second 
call is two-thirds of such capital stock with voting rights, but following a third 
call a meeting may be held with the presence of any number of shareholder. 

General meetings may be called by the board of directors, by the fiscal council 
for some urgent reason or if the board of directors does not call the annual meeting, 
and by shareholders representing more than one-fifth of the capital, if the board 
of directors fail to do so within 8 days following a request made by such share- 
holders. 








tic 
Ww! 


in 


RELATIONS OF THE U. S. AND OTHER AMERICAN REPUBLICS 211 


Meetings must always be held at the place where the corporation’s principal 
office is located and unless otherwise stated in the notice, in the same building 
where it has its headquarters. 

Meetings are presided over by a chairman selected by the shareholders present 
who shall also choose a secretary from among them. 

Resolutions shall be adopted by a majority vote, not counting abstentions. A 
majority means one more than half of the votes cast; hence if out of 100 votes, 
50 are cast for one resolution, 40 for another and 10 for a third, there is no majority 
but only a plurality of votes. If out of 100 votes, 20 are cast for one resolution, 
10 for another, and 70 are blank votes, the 20 shall constitute a majority. 

Minutes of the resolutions of the meeting are to be prepared and signed by the 
presiding officers and sufficient shareholders to form the necessary majority. 

Certain resolutions of major importance must receive the approval of share- 
holders representing at least half the entire capital stock entitled to vote. These 
include the following: 


(1) Creation of preferred shares or a change in the status of existing preferred 
shares; 


(2) Establishment of special shares deriving income from the profits (partes 
beneficiarias) ; 

(3) Issuance of debentures; 

(4) Any change in the essential purpose of the corporation; 

(5) Merger with another corporation; 

(6) Proposal of receivership; 

(7) Termination or liquidation proceedings and resumption of normal opera- 
tions. 

The privileges granted to a specific class of shares may not be altered or other- 
wise prejudiced by the creation of new classes of shares enjoying greater benefits 
without the approval of shareholders representing at least half of the capital 
included in the particular class affected. 

The law protects a shareholder who is opposed to the creation of preferred 
shares, a change in the essential purpose of a corporation or its merger with 
another, or to reorganization after liquidation, by granting him the right to 
withdraw from the corporation with reimbursement for the value of his shares 
on the basis of the latest balance sheet approved by a general meeting. 

A corporation may allot to its founders or others who have rendered service 
thereto or otherwise issue certificates to bearer or in registered form entitling the 
holders to receive a share of the net profits of the corporation for all these certifi- 
cates. Such certificates may not be permanent in character and all statutes 
must provide a special fund for their redemption. These certificates do not 
represent a contribution of capital and are principally designed to compensate 
services rendered to a corporation which cannot be readily evaluated in money. 

If the foreign corporation, on the other hand, decided to do business in Brazil 
through the procedure of direct registration as a foreign corporation indicated in 
section (b) of this report, meetings of stockholders and directors ought to be held 
in accordance to the law of the place of incorporation. However, foreign cor- 
porations are obliged, in order to continue operations in Brazil, to reproduce in 
the official gazette the publications which, in accordance to the national law of 
the corporation, they are required to make with regard to balance sheet, profits 
and losses, and decisions of their management. They are also obliged to publish 
the annual balance sheet and the statement of profits and losses of the subsidiaries 
or agencies in existence in Brazil. 


(g) Regulation of finances and operations 


If the foreign corporation is operating in Brazil through subsidiaries organized 
under the law of Brazil it has available the same techniques of financing which 
can be used by Brazilian corporations of which one of the most important is 
issuance of securities known as “partes beneficiarias.”” The ‘‘partes beneficiarias”’ 
create on their owners some creditors rights against the corporation, namely the 
right to participate in the net annual profits, although subject to a maximum 
profit of 10 percent. It can also issue debentures in accordance to decree No. 
1777—A, 1893, and have them negotiated in the stock exchange although authori- 
zation has to be granted by the ‘‘Camara Sindical dos corretores de fundos 
publicos”’ (decree No. 19398, 1930, 21854, Sept. 31, 1932). 

There can be no distribution of dividends unless there are net profits and they 
ought to be distributed in accordance with the articles of incorporation or in 
accordance with the decisions of the general assembly of shareholders. 
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(hk) Requirements as to reports and accounts 


The annual balance sheet and the statement of profits and losses of the cor- 
poration have to be published in the official Gazette. The same publication 
ought to be made of the annual report of the directors and the opinion of the 
council of auditors (sindicos) as to the commercial and financial operations of 
the corporation, of the minutes of all the shareholders’ meetings, and of the calls 
for such a type of meeting, and of any amendment or modification of the articles 
of incorporation or bylaws of the corporation. With regard to foreign corpora- 
tions doing business in Brazil through agencies as indicated under section (b) 
of this report they are bound to publish in the Brazilian Official Gazette, the 
balances, statements, etc., which they are required to publish in accordance to 
the law of the place of incorporation. 

Corporations in Brazil are obliged to carry all the accounting books which 
merchants in Brazil are obliged to have (the journal and the letter copybook) 
and in addition to these they have to have the following: Minute book of the 
stockholders meetings, book for the signature of the stockholders in attendance 
of those meetings, minute book of meetings of the board of directors, minute 
book of the council of auditors (sindicos), ledger of shareholders, and register of 
transfer of shares of partes beneficiarias. 


(t) Regulations applicable to foreign corporations with domestic subsidiaries 


In general, domestic subsidiaries enjoy the same rights and are subject to the 
same duties as Brazilian corporations owned by Brazilian citizens. As indicated 
above, there are certain limitations for domestic subsidiaries doing business in 
certain fields over which the Brazilian Federal Government keeps tight control. 


FOREIGN CORPORATION LAW OF CHILE 


(a) Theory of business corporations and sources of law 


In Chile, corporations acquire legal capacity only by means of the decree of the 
executive branch of Government by which their existence is authorized, article 427 
of the Commerce Code establishes that “‘corporations exist by virtue of the decree 
of the President of the Republic authorizing them.’’ That decree is also necessary 
“tin order to dissolve them before the agreed upon period of existence has elapsed 
or outside of the cases indicated by the law”’ (art. 427, the last part). Article 83, 
item A, decree law No. 251 of May 20, 1937, establishes that the appointed 
superintendents of insurance companies, corporations, and stock exchanges have 
among other duties and authorities, that of “reporting to the President of the 
Republic with reference to the petitions filed asking for authorization of existence, 
the approval or amendment of the charter, or the formal declaration of legal estab- 
lishment or anticipated termination of the corporation.’”’ Item K of the same 
article says that it belongs to the superintendent “‘to propose to the President of 
the Republic the revocation of the authorization of existence of the corporation in 
the cases so indicated by the law or when out of an investigation made it results 
that the management has been carried on in fraudulent manner or in a manifestly 
careless way. In both situations the President of the Republic is entitled to decree 
such revocation.” 

In Chile, the authorization of the executive branch of Government is an act 
of Government, subject to the prescriptions of administrative law. The execu- 
tive power acts like a sovereign endowed with the attributes of the public power 
and it is not at a level of equality with the corporation. 

Sources.—Code of Commerce, articles 424 to 469; decree law No. 251 of May 
30, 1931; articles 83 to 139; regulations on national and foreign corporations 
established in Chile No. 4705 of November 30, 1946, statute No. 6057, 1937, on 
noncollected dividends of corporations; statute No. 4657, 1929, on issuance of 
bonds; statute on transfer of shares and promises of shares of corporations created 
in 1878; statute No. 7302, 1942, on amendments to the charter of corporations. 


(b) Procedure for admission of foreign corporations 


Article 468 of the Code of Commerce establishes: foreign corporations cannot 
establish agents in Chile without the authorization of the President of the Re- 
public. The agents who represent those corporations without having obtained 
the authorization of the Government will be personally liable for the performance 
of the contracts made and will be subject to all the responsibility previously 
indicated without prejudice to the actions which could be brought against those 
corporations. 

Article 120 of Decree law No. 251 of May 30, 1931, reiterates the first part of 
article 468 of the Code of Commerce. Articles 121 and subsequent articles of the 
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decree law 251 establish that the authorization will be granted if the corporation 
offers sufficient guaranties (garantias) to the third parties who may contract with 
it. The corporation has to file an application to which the following documents 
have to be attached: authenticated copy of the charter translated into Spanish 
and signed by the consul of Chile; copy of the written agreement of creation and all 
of the other documents which indicate the way in which the capital has been raised 
and all of the antecedents which prove that the corporation has been legally in- 
corporated in the country of origin; a general power of attorney issued for the agent 
who will represent the corporation in Chile, in which it ought to be stated in clear 
terms that the agent will operate in Chile under the direct responsibility of the 
corporation, with authority to do business in its name and in which the authority 
indicated in the Code of Civil Procedure, article 7, item 2, has to be granted; a 
statement about the expenses incurred by the shareholders in order to raise the 
corporation’s capital; an authenticated copy of the last balance sheet of the cor- 
poration business; and a certificate indicating that the corporation is still in 
existence. 

Article 124 establishes that ‘‘the decree which grants the authorization and the 
power of attorney will be registered at the register of commerce with jurisdiction 
over the domicile of the main agency and will be published once in the Diario 
Oficial and three times in a newspaper of the same domicile. The President of 
the Republic may authorize the publication of an extract of the charter if this is 
too lengthy. The extract will be examined by the Superintendent’’. 

Herman Castro Ossandon, in his book Jurisprudencia Administrativa de las 
Sociedades Anonimas, says (p. 137) that “the article 468 of the Code of Commerce 
and the article 120 of the decree law No. 251 which determine that foreign corpo- 
rations cannot establish agents or agencies in the country without the prior 
authorization of the President of the Republic is only necessary when the foreign 
corporation wants to establish an agency or branch in Chile in order to do business 
regularly in Chile and thus develop on a permanent basis, totally or partially, 
the business purposes indicated in its charter. Hence, the two different capacities 
which are distinguished in foreign corporations: the capacity to enter into legal 
acts (capacidad patrimonial) and the functional capacity (capacidad funcional). 
The first capacity is enjoyed in Chile by foreign corporations without the necessity 
of any formality or steps. Such a capacity permits those corporations to under- 
take the execution of the purposes of their charters in Chile, to appear before 
Chilean courts, either as plaintiffs or as defendants. The second capacity, i. e., 
the functional capacity, permits the foreign corporations to undertake the execu- 
tion of the purposes of their charters in Chile; that is, in a different country of 
that under whose laws the corporation obtained its legal personality, and it cannot 
be acquired but by virtue of the prior authorization of the competent authority 
which, in Chile, is the President of the Republic, and after meeting all the pertain- 
ing legal requirements.” 

Castro Ossandon goes further to say, that “the charter and bylaws of a foreign 
corporation are written in accordance to the law of the country of origin. There- 
fore, the authorization to establish agencies in Chile does not imply the approval 
of that charter by the Chilean authority, nor the authority to execute acts for- 
bidden by the law. On the contrary, the interested parties are bound to acknowl- 
edge expressly that they know the law in force in Chile, and that all their business 
will be executed in accordance to it. To sum it up, the purposes indicated by the 
charter of a foreign corporation determine the scope of the activity of that corpora- 
tion in its country of origin, but in Chile, in addition, it is limited by all the restric- 
tions imposed by the laws of this country.” 

Article 127 of the decree law No. 251, establishes that the “superintendent can 
request the help of the proper public forces, in order to close the offices or the 
agencies of foreign corporations which have not obtained the authorization of the 


President of the Republic, in accordance to what has been established by article 
120.” 


(c) Requirements as to capital, resident agent, etc. 

Article 123 of the decree law No. 251 of May 20, 1931, establishes that he who 
files an application for the authorization for the establishment of an agency of a 
foreign corporation, is obliged to declare the name of the corporation and, with 
sufficient authority for it, that the corporation obliges itself to establish a special 
fund of Chilean securities which could be negotiated in Chile, in order to meet the 
duties and obligations which have to be performed in the country. This fund will 
be determined by the President of the Republic in accordance with the nature of 
2ach corporation and will be built up with certain percentage of the profits of each 





214 RELATIONS OF THE U. 8S. AND OTHER AMERICAN REPUBLICS 


balance, in accordance to what is established by the decree of authorization. The 
foreign corporation is requested also to state what is the effective capital that the 
corporation will have in the country to finance its operations and the date and the 
manner in which this capital will be deposited in the Treasury of the agency in 
Chile. 

Castro Ossandon (op. cit., p. 136) says that foreign corporations are entitled 
to keep the special fund to which article 123, item b, of decree law No. 251 refers, 
made up of shares, bonds, credits, merchandise, or money or any other value or 
effect that the agency has in Chile, and if the agency suffered losses these cannot 
be imputed to the special fund of reserve, since this fund was created for a different 
purpose. The losses which could be suffered can be imputed to the parent foreign 
corporation or be accounted in the account of profits and losses (of the agency), 
in order to be balanced with profits of future balances. 

Article 49 of the regulations of corporations, No. 4705 of November 30, 1946, 
establishes that ‘‘every agency is obliged to report to the corresponding superin- 
tendent the change of agent of the foreign corporation in the country and to send 
authenticated and legalized copy of the power of attorney. The new power of 
attorney has to be registered at the Register of Commerce of the domicile of the 
agent.”’ 


(d) Restrictions on corporate activities 


Insurance companies.—The decree law No. 251, of May 20, 1931, on insurance 
companies, corporations, and exchange stock established that the business of 
insuring, on the basis of premium, maritime, fire, transportation risks, and life 
insurance and other similar legal risks can be made in Chile only by national 
corporations expressly authorized to that effect in its charter, or by mutual com- 
panies organized without any profit purposes and with the approval of the Presi- 
dent of the Republic (art. 4). The same decree also states in article 6 that the 
corporations entitled to do business in the field of insurance will be called ‘‘com- 
panias de seguros’’ (insurance companies) and their capital has to be subscribed, 
and at least two-thirds kept, in hands of Chilean shareholders or foreigners 
domiciled in Chile. 

With reference to mining enterprises, statute No. 6798, as amended by decree 
No. 1295 of June 1941, whereby the Bank of Mining Credit (Caja de Credito 
Minero) was established, creates one mining credit fund devoted to the promotion 
of the exploitation of all kinds of minerals existent in Chile. The benefits granted 
by this statute can be invoked only by national enterprises and in order to con- 
sider an enterprise a national one it is required that it be domiciled or settled in 
the country, participating in it Chilean citizens or foreigners who have lived in 
Chile during 5 years or more with a share not inferior to 75 percent of the capital, 
and that 75 percent at least of the salaries paid annually by the enterprise. The 
organic law of the Instituto de Credito Industrial No. 5687, of September 1935, 
establishes that in order to invoke the benefits of this statute it is necessary to be a 
Chilean citizen or a foreign industrialist who has been established in the country 
during 5 consecutive years or more, or be an association constituted in accordance 
to the laws of Chile and whose capital and reserves at least in the amount of 60 
percent, have been invested in Chile. The same benefit is granted by article 4 to 
industrialist and foreign business associations which have been established in 
Chile for more than 3 consecutive years and if at least 60 percent of its capital 
and reserves have been invested in the country. In addition to this, associations 
have to be established in accordance to the laws of Chile and the majority of its 
partners or shareholders should be Chilean citizens and also 60 percent of its 
capital has to be national. 

With regard to oil companies, statute No. 5124 of May 1931, reserves for the 
Government the exclusive right to import, distribute, and sell oil. This statute 
in its first article states that this exclusive right which is reserved by the State 
for itself can be also shared with national enterprises. 

The President of the Republic is entitled to set the starting date from which 
the State will exercise that exclusive right. Article 2 of the same statute deter- 
mines the conditions which have to be met by the oil company in order for it to 
be considered a national one. But, so far, the Executive power in Chile has not 
stated such a date and, Mr. Julio Ruiz Bourgeois, in his book, Instituciones de 
Derecho Minero Chileno, 1949, volume 2, page 372, says that it is very doubtful 
if the President of the Republic will make use in the future of that authority in 
order to create a monopoly for the benefit of the State because of political and 
economic reasons. 

Shipping companies.—By statute No. 6415 of September 1939, the right to 
coastal shipping has been reserved for the benefit of Chilean boats. 
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(e) Regulation of shares and securities of foreign corporations 


Statute No. 4657, of September 1929, determines that only corporations 
created and domiciled in Chile and foreign corporations which meet the require- 
ments established by articles 3 and 4 of that law, are entitled to raise money by 
the issuance of bonds and debentures, provided that the charters so authorized 
those corporations. However, partnerships or corporations established prior to 
the effective day in which the statute became in force, are also entitled to issue 
bonds and debentures if there is an extraordinary general meeting of shareholders 
giving such an authority with the quorum and majority required to modify the 
charter. As to the foreign corporations which have established an agency in 
Chile, they can issue bonds in accordance to the prescription of the statute 
No. 4657 if they meet the following conditions: (1) That the main source of bus- 
iness is located in Chile; (2) that a responsible board of directors is constituted 
in Chile with sufficient authority; and (3) that the issuance of bonds be guaranteed 
with mortgage or pledges of goods or immovables located in Chile. If the foreign 
corporation cannot meet those requirements it is forbidden to issue or to sell 
bonds to the public in Chile. 

In Chile all dealings on shares, bonds, and securities of corporations which are 
made at the stock exchange, are subject to the control of the Superintendencia 
de Companias de Seguros, Sociedades Anonimas y Bolsas de Comercio, and to 
what is prescribed by articles 114 to 153 of the decree law No. 251 of May 1931. 


(f) Regulation of the meetings of shareholders and of the board of directors 

In general, there are no special legal provisions with reference to.the meetings 
of shareholders and of the board of directors of foreign corporations which are 
operating in Chile. 
(g) Regulation of finances and operations 


The financing of foreign corporations in Chile is made by means of bank loans 
and also by means of the issuance of bonds. This issuance of bonds is subject to 
the prescription of articles 3 and 4 of statute 4657, already mentioned. 

(h) Requirements as to accounts and reports 

Article 125 of decree law 251 of May 1931 establishes that the agent of a foreign 
corporation will send to the superintendent one copy of the balance of the parent 
corporation, duly translated. The balance of the principal agency in Chile will 
be published in the Diario Oficial. The superintendent is entitled by the law, 
article 83, item H of decree law 251, to determine the general requirements which 
have to be met in the preparation and drafting of balances, in order to permit 
correct verification of the accounts. 

(i) Regulations applicable to foreign corporations with national subsidiaries 

If a subsidiary of a foreign corporation is organized in Chile, it is subject to the 
Chilean laws which regulate activities of all types of corporations constituted in 
Chile, that is, under the Code of Commerce, article 424 to 469, decree law 251; 
articles 83 to 119 and by the provisions and regulations issued by the superintend- 
ent, in accordance with the authority granted to him by the law. 


FOREIGN CoRPORATION LAW oF COLOMBIA 


(The authors of this summary have found very accurate and useful descriptions 
and synthesis in the following books: Investment in Colombia, published by the 
United States Department of Commerce, Office of International Trade, United 
States Government Printing Office, 1953, and A Statement of the Laws of Colom- 
bia published by the Pan American Union, Division of Law and Treaties, Depart- 
ment of International Law, Washington, 1953. Most of the statements made 
here have been taken from these two sources; however, the authors have added 
some comments or statements they have felt important, especially taking into 
account the main interest of the special committee on foreign corporation laws.) 
(a) Theory of business corporations and sources of laws 

Under Colombian law the sociedad anonima possesses the essential charac- 
teristics of the United States corporate form. Its capital consists of shares sub- 
scribed by stockholders whose liability is limited to the extent of their sharehold- 
ings. It is a juridical person with its own name, domicile, and property. It may 
sue or be sued in its own corporate name. 

No sociedad anonima may be organized with less than five shareholders. It is 


organized by means of a notarial instrument which includes the agreement of the 
incorporators and the by laws. 
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This constitutive document must contain the following information: (1) The 
names, domiciles, and occupations of the founding shareholders; (2) the cor- 
porate name; (3) the corporate domicile and the location of any corporate branches 
which are established by the document; (4) a complete description of the proposed 
business of the corporation; (5) the amount of corporate capital and the number 
and value of the shares into which that capital is divided, as well as the number of 
shares subscribed by each shareholder and the method for payment therefor; 
(6) the term for which the corporation is created—it cannot be formed for an 
indefinite term unless the corporate object be limited in time; (7) the events which 
could bring about corporate dissolution, such as the loss of a certain percentage 
of capital—this percentage may not exceed 50 percent of subscribed capital; 
(8) operating methods and the rights of directors (managers) and shareholders; 
(9) the time and manner for calling ordinary and special meetings of shareholders 
and the rules to govern such meetings; (10) accounting basis for the corporation; 
(11) provision for corporate reserves; (12) basis for corporate liquidation; (13) the 
powers and duties of the financial inspector (revisor fiscal); (14) whether ;differ- 
ences between stockholders are to be submitted to arbitration and the manner of 
appointing arbitrators; (15) full name and domicile of the manager or legal 
representative of the company and of the two alternates who are to serve in his 
absence; (16) full name and domicile of the financial inspector and his alternate; 
and (17) any other agreements. 

Within 15 days of the execution of the constitutive document, an extract thereof, 
prepared by the notary and containing the information itemized above as 1-8, 
15, and 16, must be presented to the secretariat of the local chamber of com- 
merce. After registration the extract must be published in the bulletin of the 
chamber. 

Every stock subscriber must pay for at least 20 percent of his subscription and 
give notes for any remainder under terms prescribed in the bylaws. Proof of at 
least partial payment must be submitted to the superintendent of corporations, 
together with a certified copy of the constitutive document, a certified copy of the 
extract thereof and proof of registration with the chamber of commerce, and a 
certified copy of the extract as published, for review and approval. If these 
documents prove compliance with the requirements of Colombian law, the super- 
intendent of corporations will issue the official resolution, without which no 
sociedad anonima may begin its business operations. From a theoretical stand- 
point we may say that the Colombian corporation is considered to be a contract, 
out of which emerges the corporation as a juridical person. The registration of 
the corporation by the superintendent of corporations is almost a mechanical proc- 
ess devised to insure that the legal requirements have been met. The denial of 
recognition is subject to judicial review. 

Sources.—Art. 44, Constitution of Colombia; Columbian Code of Commerce, 
statutes No. 58, 1931, and No. 66, 1947; decree 2521, 1950. 


(b) and (c) Procedure for admission of foreign corporations and requirements as to 
capital, resident agent, etc. 

Direct registration of a foreign corporation.—Corporations having their domicile 
outside the country and which establish a permanent business or enterprise in 
Colombia are governed by Colombian laws and must request an operating permit 
from the superintendent of corporations, and are subject to the same rules as 
national corporations. 

Corporations domiciled abroad must comply with the following formalities in 
order to establish a permanent business in Colombia: 

(1) Register with a notary of the district selected as its domicile in Colombia 
an authentic copy of the instrument of organization and the bylaws of the 
resolution authorizing establishment in Colombia, and the documents 
accrediting its legal representatives. If, under the laws of its country of 
origin, authorization by the state is necessary to its legal existence, proof of 
such authorization must also be registered with the notary; 

(2) Appoint an auditor (revisor fiscal) and his alternate; 

(3) Obtain the permit or authorization to do business, from the super- 
intendent of corporations. 

The resolution authorizing a corporation to engage in permanent business in 
Colombia must include: the nature of the proposed business, if only a part of its 
corporate purpose; the subscribed and paid-in capital; the domicile selected in 
Colombia; the period of duration of the business in the country and the grounds 
for termination thereof; the designation of a representative, with the same legal 
position as a manager, who is to direct the business and act for the corporation 
as a manager, who is to direct the business and act for the corporation in legal 
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questions (there should be two alternates for each representative to replace the 
principal in case of permanent or temporary absence), designation of an auditor 
and his alternate, with the functions provided by law, who must always be a 
natural person. 

The preceding documents must have been issued in accordance with the laws 
of the country of origin and legalized by a Colombian consul. The notary who 
records the documents must issue an extract thereof, which is to be registered 
with the chamber of commerce and published in a newspaper, and which must 
contain the following data: Name, nationality, and domicile of the corporation; 
principal domicile in Colombia, and that of its branches, if any; the proposed 
business to be undertaken in Colombia; the subscribed and paid-in capital; the 
duration of the business in Colombia and grounds for termination; the name of 
the representative and his two alternates and a statement as to his powers; and 
the name of the auditor and his alternate. 

No general representative or manager may begin to exercise his functions until 
his appointment has been registered with the chamber of commerce. The repre- 
sentatives and managers, and their alternates, who are so registered, continue in 
that capacity until the registration is canceled. 

Whenever any of the facts or circumstances occur which are grounds for the 
dissolution of the corporation established in Colombia, the superintendent may 
suspend or cancel the permit to engage in business in Colombia. This act must 
be registered with the chamber of commerce at the domicle of the corporation and 
is to be published by the superintendent, if the corporation does not do so, at its 
expense, in a local newspaper. 

he capital to be used by the corporation Colombia may not be reduced but 
may be increased without restriction. This same capital serves as the basis for 
determining the amount of the legal reserve and the reserve for losses in the event 
of suspending the operating permit. 

Foreign corporations engaged in a permanent business in the country must 
keep their account books in the Spanish language and in Colombian currency 
converted at the official rate of exchange. 

Registering a foreign subsidiary.—One of the most commonly used alternatives 
is that of organizing a United States subsidiary which would then register to 
engage in business in Colombia. This alternative permits the holding of directors’ 
and stockholders’ meetings at the subsidiary home office in the United States. 

Organization of Colombian subsidiary.—A subsidiary company may be organized 
under Colombian law. Generally, it can be said that the Colombian Code of 
Commerce provides for counterparts to all of the forms of business organization 
usually employed in civil-law and common-law countries. The advocates of this 
form of doing business usually cite the advantages that the subsidiary so formed 
is a national of Colombia. In the fields of taxation, tangible benefit may redound 
to the parent company if it is planned that the Colombian subsidiary is to accumu- 
late profits for local expansion. In a growing economy like that of Colombia, 
where larger markets are always the hope of infant industries, this factor is of 
great importance. From limited observations of the Colombian business scene 
it appears that American firms presently operating there tend to the use of this 
alternative, although some favor the registration of a branch of a foreign sub- 
sidiary. The law forbids the corporation and functioning of any kind of partner- 
ship or corporation whose purposes are contrary to good customs and the public 
order as well as those whose object is not a legal one, or which can lead to 
monopoly. No corporation can be organized if it does not have a definite period 
for its existence unless its purposes have by their very nature temporal limits 
well known and fixed. They cannot issue shares for a value less than their 
nominal value. In banking, oil industry, and air tranportation the law has 
established some privileges for the benefit of national capital which is entitled 
to have certain kind of participation in the creation or financing of corporations 
whose activities will take place in those fields. In reference to the banking 
industry and in accordance to article 4, section 17, of statute No. 25, 1923, it is 
considered that a bank is a foreign bank for the purpose of becoming a share- 
holder of the Bank of the Republic if it has been duly registered under the laws 
of Colombia and if the shares in totality or in majority are held by persons who 
are not Colombian citizens. 


(d) Restrictions on corporate activities 


As to the oil industry (prospecting, drilling, exploration, and refining) and in 
accordance to what has been established (art. 10 of the Decree No. 1056, 1953) 
the corporations whose purposes are to operate in those fields have to establish 
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a branch in Bogota, meeting the requirements established by article 470 of the 
Code of Commerce. 

There are also some mandatory prescriptions as to Colombian corporations 
which will do business in the field of insurance and banking. 

The general provisions governing banks are applicable to foreign banks, but 
in addition there are certain other special provisions. 

No foreign banking establishment may engage in banking business in Colombia 
unless it has submitted a written petition to the Superintendent of Banks, setting 
forth the following facts: name of the establishment; an authenticated copy of 
its statutes and regulations, showing its rights and functions in the country where 
organized; the amount of paid-in capital and of unpaid subscribed capital; the 
amount of its reserve funds; the amount of capital and of the reserve fund destined 
for business in Colombia; the name of the city where it intends to establish its 
main office in Colombia and of places where it will establish other offices; all 
additional facts and evidence which the superintendent may require for a knowl- 
edge of the nature and character of its business and its financial position. 

Colombian creditors and foreign creditors domiciled in Colombia shall have 
prior rights over any other creditors in the assets which a foreign bank possesses 
in Colombia. 

Upon receipt of the application for establishment of business in Colombia, 
the Superintendent of Banks shall ascertain, through any investigation that 
may be deemed necessary, that the applicant is in a suitable position to do busi- 
ness. If the result of the investigation is favorable, the Superintendent issues 
an Official permit which will authorize the applicant to engage in business in the 
places indicated, for the periods established by law. 

Foreign banks operating in Colombia have the same rights and prerogatives 
as national banks of the same kind and are subject to the same laws and regula- 
tions. No foreign banking establishment is permitted to do business in Colombia 
if, in the opinion of the Superintendent of Banks, the amount of capital assigned 
to its branch or branches in the country is not equivalent to the minimum capital 
required for national banks. 

Foreign banking establishments are not required to have a board of directors 
in Colombia for conducting their business and they may be managed in accordance 
with usual practice, provided this is in harmony with Colombian law and is 
approved by the Superintendent of Banks. 

At any time that the Superintendent ascertains that a foreign banking estab- 
lishment, which has been granted a certificate of authorization or license, persists 
in the violation of any provisions of law or fails to conduct its business in the 
authorized manner or with lack of security, he may revoke such authorization 
through formal procedure. 


(e) Regulation of corporate securities 


The authorized capital of the corporation must be fixed in an exact and in- 
variable manner and cannot be diminished during the life of the corporation. 
Capital of Colombian corporations can be increased with the approval of the 
majority of the shareholders and the authorization of the superintendent of cor- 
porations. 

Shares of stock must be issued within 30 days of the date on which the super- 
intendent of corporations has issued his official resolution. Shares may be 
nominative or to bearer. Until paid for they must be nominative. Shares may 
be issued in exchange for services rendered to the corporation. Such shares must 
be issued as separate series and carry the right to nothing more than dividends 
unless the bylaws provide otherwise, Preferred shares may be issued at any 
time with approval of shareholders representing four-fifths of the subscribed 
shares of the corporation. The corporation may purchase its own shares only 
out of profits and with the consent of the shareholders. 


(f) Regulations of meetings, stockholders, and directors—Organs of a Colombian 
corporation 


A. General assembly of shareholders —The general assembly of shareholders 
consists of the shareholders meeting together with a quorum present and in 
accordance with the provisions of the statutes. The meetings of the assembly 
may be regular or special. The regular meetings are held at the times specified 
in the statutes, or within 60 days following the expiration of each fiscal period, 
for the purpose of examining the financial position of the company, appointing 
the directors and any other officials to be elected, changing the system of manage- 
ment, considering the accounts and balances of the preceding fiscal period, decid- 
ing on the distribution of profits and taking any measures which fulfillment of the 
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contract of organization or the common interest of the shareholders may require. 
Special meetings are held whenever unforeseen needs of the management may 
require, upon call by the directors or the auditor. Shareholders representing a 
number of subscribed shares which the statutes may provide may also request 
such a meeting. Whenever an assembly fails to meet at the time indicated in 
the statutes and is not convoked by the directors, the Superintendent of Corpora- 
tions may order such convocation if due protection of the rights of third parties 
or of the shareholders so demands. 

The call for regular meetings must be made by advance notice of 9 working 
days in a newspaper. The assembly may meet without call if all the subscribed 
shares are represented. If that requirement is lacking, the meeting is not valid. 

A general assembly may deliberate if the number of persons present represent 
at least one-half plus one of all subscribed shares, unless the: statutes provide for 
a different quorum. Decisions are taken by majority of the votes present, unless 
the law or the statutes require a special majority for specified acts. 

If the statutes do not provide otherwise, any material modification in the con- 
tract of organization shall require a unanimous vote of the subscribed shares; 
but preferred shares may be created by a vote of four-fifths of the subscribed 
shares. 

The powers of the assembly are (a) to appoint or remove such directors as it 
may indicate, and the auditor, as well as their respective alternates; (b) to examine 
and approve or disapprove the accounts, balance, and general inventory sub- 
mitted by the directors, and consider the report of the manager on the situation 
of the company; (c) to dispose of the profits indicated by the general balance, 
after making deductions for the legal and other reserves; (d) to amend the statutes. 

At every election in which more than two persons are to vote, the minority 
shall be given representation by applying the system of the incomplete vote, that 
is, by each person voting for a less number of candidates than the number to be 
chosen. Shareholders, members of boards of directors, members of administrative 
councils, or managers may not vote directly or by proxy for themselves or for 
relatives within the fourth degree of consanguinity or the second degree of affinity, 
for offices in the corporation except that the manager, nor may they vote on 
determining their own salaries. 

B. Boards of directors.—The statutes may provide that specified functions shall 
be exercised by a board of directors or administrative council, consisting of not 
less than three members elected by the general assembly of shareholders for 
specified periods. They may be removed at any time or reelected indefinitely. 
Their powers shall be expressly stipulated in the statutes. 

No board of directors or administrative council may contain a majority of 
members who are related to each other within the fourth degree of consanguinity 
or second degree of affinity, with the exception of those declared to be family 
corporations. 

The managers or directors are prohibited from buying or selling shares of the 
corporation, personally or through others, or doing business in them in any way, 
as long as they hold such positions. 

Every member of a board of directors or council shall be jointly and severally 
liable with the manager; if they have knowingly permitted serious errors to appear 
in the inventories or balance statements which are prejudicial to the company 
or to third parties; if they have knowingly consented to the distribution of profits 
not justified by the true balance or inventory; and if the capital has decreased 
as a result of transactions referred to in the preceding paragraph. 

C. Managers or legal representatives.—A corporation is administered by tem- 
porary revocable agents, who may or may not be shareholders with or without 
remuneration, entrusted with the legal representation of the company, and who 
are selected in the manner provided by the statutes. Two alternates are chosen 
for each manager or administrator as a replacement during temporary or permanent 
absence. 

The appointment of managers, both principles and alternates, must be recorded 
in the appropriate chamber of commerce and published three times in the org: n 
of the chamber or the official newspaper of the department. After such regis- 
tration, the appointees remain the legal representatives of the company until a 
new appointment is recorded. 

The powers of the managers cover all transactions or acts relating to the trede 
or business of the enterprise as specified in the clause stating its purpose, unless 
the statutes expressly limit such powers. 

D. Auditors —Every corporation must have an auditor (revisor fiscal) elected 
by the general assembly of shareholders for the same term as the manager; he 
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must be a natural person and the appointment is to be registered with the chamber 
of commerce. 

The auditor may not be a shareholder of the corporation and must not be 
related, within the fourth degree of consanguinity or second degree of affinity, 
to the manager, a member of the board of directors or administrative council, 
the cashier, or the bookkeeper. The position is incompatible with any other 
office having jurisdiction over corporations or in the public ministry, or in the 
same corporation. 

The functions of an auditor are (a) to examine all transactions, inventories, 
acts, books, correspondence, and business of the company and vouchers of ac- 
counts; (b) to verify the cash on hand at least once a week; (c) to verify the status 
of all securities of the company and those held in custody; (d) to examine the 
balances and other accounts of the corporation; (e) to ascertain that all transac- 
tions executed for the account of the company are in conformity with the statutes, 
with decisions of the general assembly and board of directors, and with legal 
provisions; (f) to report, whenever appropriate, to the general assembly, board 
of directors, or the manager, as the case may be, any irregularities noted in acts 
of the company; (g) to approve and sign the monthly, quarterly, and annual 
balance statements; (h) to perform any other functions indicated in the statutes 
or by the general assembly, compatible with the functions enumerated above. 

In the event of objection by the auditor to an act or transaction by the directors, 
with respect to its conformity with the law, the statutes, or decisions of the 
assembly, the matter must be submitted to consideration of the assembly. 

In the case of a foreign corporation directly registered in Colombia to do 
business or in a case of foreign subsidiary organized to engage in business in 
Colombia, meetings of shareholders and authority of their board of directors, 
ete., are controlled by the local law of the place of incorporation. 


(g) Regulations of finances and operations 


Colombian corporations may contract loans through the issuance of bonds, 
with the approval of the shareholders or the board of directors as provided in the 
bylaws. A prospectus must be issued, and after signature by the representatives 
of the corporation and the bank which is to act as trustee for the bondholders, it 
must be registered with the local chamber of commerce and then published. The 
prospectus and the contract with the trustee must be submitted to the superin- 
tendent of corporations to serve as the basis for any investigation he may later 
conduct in reference to possible allegations of false or misleading statements made 
concerning the bond issue. 

At least 10 percent of annual corporate net profits must be set aside to form a 
reserve until this reserve is equal to 50 percent of the corporation’s subscribed 
capital. Dividends may not be distributed until the statutory amount has been 
set aside. 

Introduction of capital in Colombia for foreign corporations. The foreign 
capital statute of August 3, 1951, and its regulations, authorizes the entry without 
restriction of foreign capital in the form of foreign exchange or industrial, agri- 
cultural, or mining machinery and equipment and the withdrawal of such capital 
and the earnings thereon at any time, provided the capital is registered with the 
Exchange Registration Office (Oficina de Registro de Cambios), and provided, in 
the case of foreign loans to individuals or companies domiciled in Colombia, that 
the maturity is not less than 1 year and the rate of interest does not exceed 8 per- 
cent. Except for foreign banks, which represent a special situation, authori- 
zation for the withdrawal of earnings is limited to earnings realized from the 
use of imported capital and reinvested earnings; earnings realized by a foreign 
enterprise on funds acquired in Colombia are not eligible for withdrawal. Foreign 
capital invested legally in Colombia prior to August 3, 1951, has the same rights 
as new capital under the statute. 

The foreign capital statute does not cover foreign investment in the petroleum 
industry and the mining of precious metals because special provision is made for 
the foreign exchange needs of investments in these fields. Foreign petroleum 
companies have long been permitted to retain the entire foreign-exchange proceeds 
of their exports and therefore have no problem with respect to the withdrawal of 
principal and earnings. Foreign companies engaged in the mining of precious 
metals (gold, silver, and platinum) have for several years been permitted to use 
60 percent of the foreign-exchange value of their production to meet obligations 
abroad. Under the foreign capital statute the exchange control authorities are 
authorized to grant somewhat similar concessions to foreign investment in manu- 
facturing enterprises which earn foreign exchange from their exports. 
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(h) Requirements as to reports and accounts 


Accounting.—Every Colombian corporation must conform its accounting sys- 
tem, books. and statements to provisions of law on the subject and to rules issued 
by the superintendent of corporations. 

Every corporation is required to keep the following books: the daily journal 
(diario), general ledger (libro mayor), inventory ledger, balance sheets and cor- 
respondence files. The daily journal and the general ledger may be kept in one 
book. Additional ledgers may also be kept according to commercial usage. All 
accounting books must be kept in the Spanish language. 

Corporations are prohibited from (a) altering the order or date of entries of 
transactions described; (6) leaving blank spaces in the body of or following an 
entry, which would facilitate additions or insertions; (c) making insertions, era- 
sures, or corrections in the text of entries; (d) erasing entries or portions thereof, 
tearing out pages, changing the binding or paging, or mutilating any part of the 
book. 

All of the accounting books, except the correspondence ledger, must be bound 
and paginated. At the time when business operations begin, they must be pre- 
sented to the local chamber of commerce so that their pages may be initialed 
and a certificate stating the number of pages may be affixed. 

Corporations are also required to maintain a stock-transfer book and a minute 
book for shareholders’ and directors’ meetings. These books must be initialed 
and certified in the same manner as those mentioned above. 

Balances.—At the close of every fiscal period and at least once a year, December 
31, a corporation must close its accounts and prepare the inventory and general- 
balance statement of its business. This statement must give a detailed résumé of 
all property belonging to the company and all debts, including any which in any 
way affect its assets, such as sureties, endorsements, etc. Corporations having a 
subscribed capital of 150 pesos or more must submit balance statements every 
6 months, on June 30 and December 31 each year. Corporations which issue 
shares to bearer or whose shares are sold on the exchange must publish their 
statements, including the profit-and-loss account. 

(7) Regulations applicable to foreign corporations with domestic subsidiaries 

The subject has been covered in the preceding paragraphs. In gener?l, we may 
say that the nationel subsidisry of a foreign corporation is subject in every respect 
to the jurisdiction of Colombian courts and obliged to meet all the leg»l require- 
ments applicable to Colombian corporations. The p rent organiz»tion, in its 
organization and functioning, is, of course, subject t» the law of the place of 
incorporation. The fact that the majority or the totelity of shares of a Colombian 
subsidiary of a foreign corporstion sre owned by a foreign corporation may lead 
to the quelification of the subsidiery as being foreign, with reference to certain 
specific activities as the one elready mentioned in connection with banking. 


FOREIGN CorRPORATION LAW oF Costa RIcaA 


(a) Theory of business corporations and source of laws 

In Costa Rica, *lso a ecivil-low country, the commerce code governs the organi- 
zetion and operstion of commerci*| companies. 

There is or ly one prticle in the commerce code with establishes the requirements 
for foreign corpor*tions desirous cf carrying on business activities within the 
Republic cf Costa Ries. However, general practice and administrative proced- 
ures, in addition to this article, set forth the proper requirements. 

(h) Proce du e for admission of fore rqn corporation 

Article 151 of the commerce code establishes the requirements for foreign cor- 
porations wishing to do business within the Republie of Costa Rica. 

Subsection 4, paragraph 2, of said article sets forth the following requirements 
for the registration and admission of a foreign corporation. 

1. The corporation must obtain a certificate from the appropriate Costa Rican 
consul, or, where there is none, from the consul of a friendly nation, that the 
corporation is authorized and organized in accordance with the laws of its principal 
domicile and, also, that it is presently carrying on business there. This certificate 
is duly recorded in the commercial registry and published in extract form in the 
official gazette. 

2. The corporation must appoint an atterney in fact (to be discussed further in 
section (c)) to act as its agent. 
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3. The corporation must present, through its attorney in fact, a statement 
containing the following information: 


(a) Corporate purpose. 

(b) Total capital allocated and annual volume of business of the proposed 
branch. 

(c) Names of the officers and members of the board of directors at the 
principal domicile. 

(d) Duration of the corporation. 

(e) That the persons granting the power of representation of the company 
have adequate legal authority and capacity to do so. 

(c) Requirements as to capital, resident agent, etc. 


There is no minimum capital requirement in Costa Rica for the establishment 
of a branch of a foreign corporation. In addition, there is no stamp or capital 
tax on the capital declared (see 3 (b), above). 

Subsection 1 of article 151 states that the corporation must appoint an ‘‘agent”’ 
(apoderado generalisimo) having full or general powers. This person has the 
authority to represent the company judicially and extrajudicially, to enter into 
contracts of any nature, and, in general, to perform all acts which may be neces- 
sary to represent the company, as provided by law. 

(d) Restrictions on corporation activities 

Subsection 3 of article 151 of the Commerce Code establishes that the corpora- 
tion, by establishing a branch in Costa Rica, agrees to submit itself to the juris- 
diction of Costa Rican courts and legislation in the decision of judicial questions 
arising out of the business of the branch, and to make all publications required 
by law, as well as appropriate registration in the commercial register. 

Foreign corporations have the same individual rights and duties as Costa Rican 
corporations with respect to ownership of property and business activities, with 
such exceptions and limitations as are prescribed in the constitution and the law, 
They are subject to the jurisdiction of the courts of justice and the authorities of 
the Republic, and may not resort to diplomatic intervention except as provided 
in international conventions (constitution, art. 19). 


(e) Regulation of corporate securities 

The law of the state of incorporation governs in this instance, to the extent that 
it is not contrary to Costa Rican law. 
(f) Regulation of meetings—Shareholders and directors 

Again, the law of the state of incorporation governs these meetings. 
(g) Regulation of finances and operations 

The same rule holds true here as in (e) and (f), except that the branch must 
maintain books of account in Costa Rica evidencing all operations undertaken 
by the branch. 


(h) Requirements as to reports and accounts 


The corporation must declare, through its ‘‘agent’’, and by public instrument, 
the volume of business of the branch firm for tax purposes and financial reserves. 
In addition, and as indicated above, the branch must maintain a separate set of 
books of account, evidencing the branch’s operations in Costa Rica. 

(i) Regulations applicable to foreign corporations with domestic subsidiaries 

A foreign corporation may act as incorporator and continue as shareholder of 
a Costa Rican company by issuing a power of attorney to an attorney in fact 
who will act on its behalf in Costa Rica. This power of attorney must be legal- 
ized by a Costa Rican consul in accordance with the requirements in 1 and 3 
above. 

ForEIGN CorporATION Law oF CUBA 


(a) Theory of business corporations and source of laws 
As a civil-law country, the provisions concerning all corporations are to be 
found in the Commerce Code of Cuba. The sections dealing with foreign cor- 


porations are found principally under the title ‘Mercantile Registration and Its 
Regulations.’”’ 


(b) Procedure for admission of foreign corporation 

Article 21 of the Commerce Code and article 16 of the regulations for the 
Mercantile Register establish the requirements to be complied with for the 
registration of a foreign corporation in Cuba. 
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The following documents are necessary for said registration: 

1. Proof that the company has been organized in accordance with the laws of 
the state of its principal domicile. This proof requires presentation of — 

(a) A certified copy of articles of incorporation and bylaws of the corpo- 
ration; 

(b) A certificate issued by a Cuban consul attesting that said corporation 
is duly established and authorized according to the laws of the State of 
origin; 

(c) Any other documents pertinent to the organization and/or incorpora- 
tion of the corporation. 

A statement as to the amount of capital allocated for the branch operations 
in Cuba (art. 33 of Decree 2262 of July 17, 1937). 

Decree Law 842 of April 20, 1936, establishes that in addition to the usual 
registration in the Mercantile Register, registration in the central or appropriate 
provincial register is compulsory for all companies or firms organized or estab- 
lished or having branches in Cuba. 

In addition to the above registrations, all corporations (sociedades anonimas), 
be they foreign or domestic, must register in the General Register of Corpora- 
tions (Decree 1369, May 16, 1944). 

All documents filed must be in Spanish or translated into Spanish. 

The above regulations and requirements govern not Only foreign corporations 
desirous of carrying on business in Cuba, but also domestic corporations. Con- 
sequently, all corporations, regardless of nationality, must effect these registra- 
tions by presenting the necessary corporate documents. The only additional 
requirement for a foreign corporation is the presentation of the certificate from a 
Cuban consul as to the legal and juridical personality of the corporation. 


9 


(c) Requirements as to capital, resident agent, etc. 

As indicated above, there is no minimum capital requirement in Cuba for the 
establishment of a branch. However, it is necessary for the foreign corporation 
to state the amount to be allocated for the branch’s operations. This statement 
is, of course, noted in the appropriate registers. 

If the capital contribution to the branch’s operations is to be a contribution in 
kind, the exact value of the merchandise, machinery, property, etc. is to be stated 
and duly noted in the appropriate registers. 

For purposes of representing the corporation in its day to day affairs and before 
the Cuban authorities, a power of attorney is issued to the person who will act as 
the ‘‘resident agent’’. He thus has broader powers and authority than his United 
States equivalent. 

(d) Restrictions on corperate activities 

There is no provision whatever in the Constitution or in the Commercial Code 
to prevent a foreign corporation from freely engaging in commerce or developing 
any industry within the Republic of Cuba. 

Article 15 of the Commercial Code states that foreign corporations may engage 
in commerce in Cuba subject to the laws of their own country. This includes 
their capacity to enter into contracts, since it is such contracts as a whole that make 
up the customary practice of trade; it also includes the creation of establishments 
within Cuba. 

However, any documents issued abroad, i. e. contracts, ete., must be legalized 
and authenticated in Cuba, and accompanied by a Cuban consul attesting that said 
documents are issued in accordance with the laws of the country concerned. 

From the foregoing, one may glean that foreign corporations and domestic 
corporations are equal as regards the law of the Republic of Cuba. 

(e) Regulation of corporate securities 

The law of the principal domicile of the corporation governs in this instance. 
(f) Regulation of meetings—Shareholders and directors 

Again, the law of the principal domicile of the corporation governs in this 
instance. 

However, any meeting which authorized, by way of minutes, agreements or 
documents, an alteration or modification of any of the terms contained in the 
corporation’s registration in the Commercial Register, must also authorize the 
registration of any such minutes, agreements, or documents. 


(g) Regulation of finances and operations 


The law of the principal domicile of the corporation governs its finances and 
operations, including those of the branch established in Cuba. 
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(h) Requirements as to reports and accounts 


Corporations are required to publish monthly in the Gaceta Oficial a detailed 
statement of the status of operations, indicating the rate of which their stock, 
securities and all appraisable property are estimated. In addition, financial 


statements, e. g., annual balance sheet, etc., must be prepared and published 
annually. 


(i) Regulations applicable to foreign corporation with domestic subsidiaries 


As indicated above, foreign corporations and domestic corporations are equal 
under the laws of the Republic of Cuba. Consequently, there would be no 
additional regulations for a foreign corporation to establish a domestic subsidiary 
other than those mentioned in (b) above. 


FOREIGN CORPORATION LAW oF MEXICO 


(a) Theory of business corporations and source of laws 


In Mexico, as in most civil law countries, the law governing the organization and 
operations of commercial companies is contained in the Commerce Code. In this 
instance a separate book entitled ‘“‘General Law ot Mercantile Companies’’ has 
been enacted and forms part of the Commerce Code. 

With respect to foreign corporations, specific articles (sections of the law) 
outline the requirements to be met. There are other administrative regulations, 
outside of the Commerce Code, concerning prior approval and requirements to be 
met by foreign corporations. 

The concept in most civil law countries is that the corporation is a form of a 
private contract. Recordation and official authorization by the state are merely 
for purposes of guaranteeing third parties, and for enforcing certain limitations 
which apply to all companies doing business or carrying on activities within the 
Republic of Mexico. 


(b) Procedure for admission of foreign corporation 


Chapter 12 of the “‘General Law of Mercantile Companies” establishes the re- 
quirements concerning foreign corporations carrying on activities within Mexico. 

Article 250 states that foreign companies properly organized will have juridical 
personality in the Republic of Mexico. Article 251 states that foreign companies 
will only be authorized to carry on commercial activities from the date of their 
registration in the Commercial Register. The registration can only be made 
upon authorization of the Ministry of National Economy, and will be issued upon 
compliance with the following requirements: 

1. Proof that the company has been organized in accordance with the laws of 
the state or country of origin. This proof requires presentation of 

(a) A certified copy of the articles of incorporation and bylaws, including 
all amendments. The certified copy of the articles of incorporation is fur- 
nished by the secretary of state of the state of incorporation. The secretary 
of the company must certify to the correctness of the bylaws before a notary 
public. These documents in turn must be legalized by the Mexican consul 
having jurisdiction over the company’s domicile. 

(b) A statement issued by the Mexican consul within the jurisdiction of 
the company’s domicile, certifying that the corporation is legally organized 
and authorized to do business in accordance with the laws of said state. 

2. The corporation must appoint an attorney in fact, granting him a special 
power of attorney to register the company in Mexico. 

3. The articles of incorporation and bylaws must be approved by a judge of 
the first instance of the civil court in the Republic of Mexico, before they can be 
protocolized. The protocolization takes place in a notary’s office, prior to regis- 
tration in the Commercial Register. 

4, As evidence that a branch of the corporation is to be established in Mexico, 
a lease contract must be submitted as proof that a physica} establishment has been 
provided for by the corporation. 

5. The most recent balance sheet of the company must be submitted, if there is 
one, and a statement, usually a resolition of the board of directors, concerning 
the specific amount of carital allocated to the branch in Mexico. 

6. The Ministry of Foreign Pelations must issr'e a permit authorizing the foreign 
corporation to establish a bran h in Mexico, subject to specific waiver of the right 
to appeal for redress through di lomatie channels. 

A cirevlar of the Ministry of Foreicn Relations dated October 14, 1949, instructs 
all notaries public that under no circumstances shall instriments relating to the 
organization or modification of companies be registered in the Public Register of 
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Commerce if such instruments do not show a permit from the said Ministry of 
Foreign Relations. 

7. A power of attorney must be issued to the person who will act as the resident 
manager of the branch in Mexico, granting all the necessary powers to represent 
properly the company and carry on the day to day affairs of the branch in Mexico. 

All documents to be submitted to the authorities in Mexico must be in Spanish 
or translated into Spanish. 


(c) Requirements as to capital, resident agent, etc. 


As indicated above, there is no minimum capital requirement in Mexico for 
the establishment of a branch. However, a specific amount must be assigned or 
allocated to branch operations. 

With respect to a resident agent, the requirements are much broader than 
those conceived of in the United States. This person must really be the manager 
of the branch and will have the broad authorization to represent the company 
before all necessary authorities as well as to carry on the day-to-day affairs of the 
company. Consequently, he is not merely a registered agent for purposes of 
notification, as in the United States. 


(d) Restrictions on corporation activities 


Once registered in Mexico, the branch becomes subject to the Commerce and 
Civil Code which may be in force. In this sense, the branch is now considered 
to be a Mexican “national” in the full sense of the word. 

However, in accordance with constitutional provisions, a foreign corporation 
cannot own real property in Mexico. 

The decree of June 29, 1944, article I, states that any foreigners or any Mexican 
company which may have foreign members may only, by means of a prior permit 
in each case solicited from and granted by the Ministry of Foreign Relations, 
acquire businesses or the control of businesses in industry or commercial 
undertakings. 

This decree was issued during wartime and was to be only temporary. However, 
by decree issued September 28, 1945, under article 6, amended on December 
28, 1945, and published in the Diario Oficial on January 21, 1946, it was stated 
that any temporary laws or decrees which affected the economic life of the country 
were thereby constituted as permanent laws and placed under the proper 
supervision of the given departments of the Government. 

Under this decree, it is discretionary for the Ministry to allow or not 100 percent 
foreign ownership in certain industries. For example, in radio broadcasting, 
motion pictures, transportation services of all types, 51 percent of the capital 
of the local corporation must be Mexican. Ordinarily there is no limitation. 
Consequently, a Mexican corporation may be 100 percent owned by an American 
foreign corporation, after the latter has met the necessary legal requirements. 

The certificate issued by the Ministry of Foreign Relations states as follows: 

“Every foreigner who, at the time of incorporation or at any subsequent time, 
acquires any interest or ownership in the corporation, shall be considered by virtue 
of that fact alone as a Mexican national as regards such interest or ownership and 
it shall be understood that he agrees not to invoke the protection of his Govern- 
ment under penalty, in case of failure to comply with his agreement, of forfeiting 
such interest or ownership to the Mexican Nation.” 


(e) Regulation of corporate securities 

The law of the state of incorporation governs in this instance, to the extent that 
it is not contrary to Mexican law. 
(f) Regulation of meetings—shareholders and directors 

Again, the law of the state of incorporation regulates these matters to the 
extent that it is not contrary to Mexican law. 
(g) Regulation of finances and operations 

The same rule holds true here as in (e) and (f), with the exception that books of 
account and reports must be made in accordance with Mexican law. 
(h) Requirements as to reports and accounts 


The branch in Mexico must maintain a separate set of books reflecting its 
commercial activities in Mexico. These must be kept in compliance with the 
regulations applying to all Mexican companies, i. e., that they be in Spanish, 
that they be certified to by the corporate officers and certified public accountants, 
etc. 
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Also, the annual balance sheet of the branch in Mexico must be published an- 
nually in Mexico and certified to by a certified public accountant, although 
there are no penalties attached for nonpublication. 


(i) Regulations applicable to foreign corporations with domestic subsidiaries 


If a foreign corporation wishes to be one of the incorporators of a Mexican 
company, it must first register as outlined above in (b). Only after this registra- 
tion will it have legal and juridical personality enabling it to become an incor- 
porator of a Mexican company. 

However, as in many other states, nominees may organize the Mexican com- 
pany and subsequently, transfer the bearer shares to the foreign corporation. 
Care must be taken that none of the restrictions on foreign corporations are 
violated, as to the ownership of real property, permission from the Ministry of 
of Foreign Relations, etc. 


COMMENTARY ON THE MEXICAN CORPORATIONS 


In general terms, we can say that corporations in Mexico are very much like 
the corporations the world over. The needs of commerce requiring the union of 
enterprise, finance and cooperation of money, credit, work, and ability are uni- 
versally the same. No matter where you go, you will find that to exploit a certain 
wealth such as mines, oilfields, ete., it is usually impossible to do so with the 
capital of only one man. It is necessary to join the money and credit, the ability, 
financial and executive, technical talent as well as other many factors which 
cannot be possessed by only one man and it is then that corporations are formed. 
Thus it results that Mexican as well as American, German, French, Spanish, 
Italian corporations, have a similar reason to be and are similar also in organiza- 
tion, form, and manner of operation. 

We shall, however, very briefly examine just what are the Mexican corporations, 
How they are classified, what are the essential elements of all the corporations 
in general, and what kinds of corporations exist and the essential elements of 
each, according to the Mexican corporation law and civil law. 

The essential factors necessary for the existence of all Mexican corporations 
are— 

I. A contract executed between several persons. 

II. A trade name. 

III. A separate legal entity different from that of any one of the people 
that agree to form it. 

IV. Special assets, and property and liabilities. 

V. A common and determined object or end to which the properties are 
destined. 

VI. A fixed time for the existence of the corporation. 

Two kinds of corporations exist under Mexican law: Civil and commercial. 
The civil corporations can be distinguished from the commercial in that the 
object for which they are constituted are not the attainment of economic earnings, 
wealth, or money, but rather such as produce a betterment of the welfare of the 
associates. For instance, a corporation for the direction and maintenance of 
an asylum, musical or art institutions, archeology, ete. The commercial corpora- 
tions however are those whose object is essentially as economic benefit and must 
be organized according to the Mexican commercial corporation law. 

All the Mexican commercial corporations must be organized before a notary 
public in a corporation contract. The constitution and bylaws of the corpora- 
tion must be registered and inscribed in the books of the commercial registry, 
before it can begin to function. Of course all amendments must likewise be 
taken before a notary public and later registered in the public registry of com- 
merce. For these registrations it is necessary to have one of our civil courts and 
the district attorney examine and approve the corporation contract and the 
amendments. 

The commercial corporations are— 

I. General partnerships. 

II. Special partnerships (partnerships en comandite). 

III. Limited liability companies. 

IV. Joint-stock companies. 

V. Special partnerships with shares (partnerships en comandite with shares). 
VI. Cooperative societies. 

They can be grouped as intuitu capitale and intuitu personal. By intuitu 
capitale is understood, those which are formed only by economic contribution 
which is limited to a certain amount and that is the limit of the liability of the 
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associates. By intuitu personal is meant those corporations which are formed 
taking into consideration the personal characteristics of the associates, for reasons 
of credit, special technical capacity, special contribution of work or property, ete. 
There are some corporations which can be classified as mixed, because they have 
some characteristics of both. 

The intuitu capitale corporations are— 

I. Limited liabilities companies. 
II. Joint stock companies. 
III. Cooperative societies. 
The intuitu personal are— 
I. General partnerships. 
II. Special partnerships. 

Mixed: Special partnerships with shares. 

The joint stock corporation (“‘limited’’ sociedad anénima) as defined by our 
corporation law, is a joint-stock company with a minimum capital of 25,000 
pesos, which operates under a company name and is formed exclusively by stock- 
holders at least 5 in number whose liability is limited to paying for their shares. 
The name of the company must be followed by the initials “‘S. A.’”’ meaning 
sociedad anénima. This corporation has such organs as its functions require. 
A body of stockholders who are the supreme authority when constituted in a 
formal assembly and from which are derived the powers of the directors. 

The board of directors represents the stockholders and they in turn must 
account for their acts to them. Amongst their powers is that of appointing a 
manager, counselors, etc. 

In these corporations there is a vigilance body composed of one or more members 
who has the duty to watch over the proper management of the company matters 
and who can inspect the books, call meetings of stockholders, etc. 

A yearly balance is practiced and the earnings must be proportionately dis- 
tributed among the stockholders, when dividends are declared. 

When the time fixed for the existence of the corporation, or the purpose for 
which it was organized disappears or the number of stockholders becomes less 
than five, the dissolution of the corporation takes place and the liquidation is 
made, according to the rules established by law. 

The limited liability corporations are those formed by associates whose obli- 
gations are limited to payment of their contribution to the capital, which is at 
least 5,000 pesos, but in which the capital shares cannot be represented by nego- 
tiable certificates, whether ‘“‘order’’ or “‘bearer,’”’ and such contributions being 
transferable only in the cases and with the requirements of law. 

These corporations are formed with the idea of keeping the stock in a few 
hands, members of one family—for instance. The stock then cannot be trans- 
ferred to anyone outside the company except with the consent of all the asso- 
ciates, and when and if they should not desire to acquire the stock. Only by 
inheritance can stock be transferred without the previous consent of the associates. 

The constitution, organs, and functions of these corporations are, in general, 
the same as those of a joint-stock corporation. 

General partnerships.—A general partnership is an association which trades 
under a business name, followed by the words ‘“‘and company,”’ in which all the 
partners are liable in a subsidiary, unlimited and joint manner for business 
obligations. 

This kind of corporation is typically of the “‘intuitu personal” class and of course 
none of the associates can transfer his rights to anyone outside the company with- 
out the consent of all the associates. The use of the corporation name is granted 
to the manager or managers of the company only. 

Special partnerships.—Partnership en commandite are those which exist under 
a trading name and which are formed by one or more financed or active partners 
who are liable in a subsidiary, unlimited and joint manner for all the business 
obligations of the firm, and one or more financing or dormant partners whose sole 
obligation consists in the payment of their respective contributions. 

The name of the partnership shall consist of one of the names of the financed 
followed by the letters ‘“‘S. en C.” (Sociedad en Comandite). 

Special partnerships with shares, are composed of one or more financed (working) 
yartners who are liable in a subsidiary, unlimited and joint manner for obligations 
incurred by the partnership and one or more financing partners whose liability 
is limited to payment of their shares. These special partnerships with shares 
are governed in part by the rules of the joint stock companies, however the capital 
stock shall always be divided into nominative shares and may not be transferred 


without the consent of all financed partners and two-thirds of the financing 
partners. 
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I have given you a brief outline of the Mexican corporations, as they exist 
according to our law, having in mind only that this introduction may sometime 
be of some service to you whenever you desire to work in Mexico. 


FOREIGN CORPORATION LAw oF NICARAGUA 


(a) Theory of business corporations and source of laws. 


Corporations acquire juridical personality in Nicaragua by grant of the state 
sa they have complied with the requirement of registration in the Commercial 

egister. 

The Commercial Register examines the charter and bylaws, and orders their 
registration if they are in accordance with the commercial code. The code 
requires that the charter states the names of the members, the amount of capital, 
the system of management, etc., plus the formalities demanded by the laws. 

If the Commercial Register refuses the registration, the applicant can appeal 
to the district court. 

The dissolution of the corporation can take place by the agreement of the 
members or by a judicial decree, when asked by one or several of the members in 
cases of article 269 of the Commercial Code. 

This subject is controlled by articles 201 through 341 of the Commercial Code; 
by the law that amended the Commercial Code as to corporations of July 31, 
1941; by the general law on banking institutions of August 4, 1941; and by the 
insurance companies of July 6, 1933. 

From a theoretical point of view it is not thought that the state creates the 
corporation or its juridical personality by means of the approval or grant. Such 
a character arises from the contract entered into by its members in accordance 
with the law. The state only verifies the compliance with those provisions and 
it is understood that in those functions the state does not have discretionary 
powers. 


(b) Procedure for admission of foreign corporations. 


Foreign corporations, provided they abide by the requirements of the commer- 
cial code and subject themselves to the jurisdiction of the Nicaraguan courts, are 
in Nicaragua on an equal footing with respect to the domestic ones. They may 
establish a branch in Nicaragua or they may function without it. The special 
requirements for foreign corporations intending to operate or establish branches 
in Nicaragua are as follows: The contract of organization and the charter, the 
appointment of managers or agents and any document required by the law of the 
country of origin, must be recorded in the appropriate commercial register, in 
accordance with article 13 of the commercial code. These documents must be 
translated into Spanish, in case they are drawn up in other language, and the 
translation must be made in accordance with the provisions of article 1132 of the 
code of civil procedure. The signatures of notaries or officials who authorized 
such documents in a foreign country must be authenticated or legalized by diplo- 
matic or consular representatives. 

The corporation, in order to be admitted must appoint and maintain in Nica- 
ragua a permanent agent, with full general authority, whose power of attorney 
has to be recorded in the Commercial Register. 

In eases of foreign banks or insurance companies, they must obtain the ap- 
proval of the executive branch of the Government on the basis of a report to be 
made by the superintendent of banks, who will examine the documents, capital, 
etc. 

The companies that are supposed to exploit the natural resources of the country 
(petroleum, mines, forests) or public utilities, must obtain the pertinent concession 
of the Executive through the Ministerio de la Gobernacion, which will control 
them. 


(c) Requirements as to capital, resident agent, etc. 


Foreign corporations are not obliged to comply with any special requirement 
as to their capital, excepting banks and insurance companies. 

The agent above mentioned must be maintained constantly by the corporation. 
Failure to observe this requirement shall render the parties contracting in the 
name of the foreign corporation personally and jointly liable for all obligations 
contracted by them. 


(d) Restrictions on corporate activities 


There are no restrictions as to the business activities of a foreign corporation 
as such. That is to say, some restrictions can be applied when a corporation in- 
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tends to exploit oil, mines, forests, or public utilities, but those restrictions are 
the same ones that apply to Nicaraguan corporations. The restrictions depend 
upon the nature of the business activity, not upon the origin of the capital or the 
citizenship of the shareholders. 


(e) Regulation of finances and operations 


The financing of the operations, be it made by banks or by shares, is not under 
special regulations. Shares can be issued without other requirement than those 
established in the charter or bylaws. 


(f) Requirements as to reports and accounts 


Corporations are obliged to publish their balance sheets annually, stating their 
assets and liabilities. 


(g) Regulations applicable to foreign corporations with domestic subsidiaries 

Domestic subsidiaries of foreign corporations are subject to the general require- 
ments of domestic corporations. To operate, half of the capital must have been 
subscribed and 10 percent of the capital payable in money must be in cash; they 
shall operate for a fixed period of time and register in the pertinent register. 

(Note.—The owner of foreign capital usually enters into contracts with the 
executive power, in Nicaragua, in order to protect themselves against fluctuations 
in the exchange of money, expropriation, etc.) 


FOREIGN CoRPORATION Law or PERU 


Theory of corporations and sources of law 

The Code of Commerce of Peru, enacted in 1902, in its second book whose title 
is ‘‘Of the Special Contracts of Commerce,” and whose first section is devoted to 
mercantile companies, established in its article 124 that a contract of company 
(compania), by means of which two or more oblige themselves to put in common 
funds, industries, or some other things with the purpose of obtaining profits, will 
be mercantile, whatever may be its class, if it has been entered into in accordance 
to the prescription of the code of commerce. Once the company has been con- 
stituted, it will have legal personality in all its acts and contracts. 

Article 127 of the same code determines the way in which mercantile companies 
have to be created, making it obligatory that, prior to the beginning of their 
operations, they will have to have their charters, contracts, agreements, and 
conditions stated in notarial instrument (escritura publica) which should be 
presented for its registration in the Register of Commerce, in accordance to what 
has been established by article 17. Article 17 states that the registration in the 
register of commerce is obligatory for the partnerships and corporations which 
are constituted in accordance to the Code of Commerce to special laws. In 
addition, these provisions that make obligatory the registration of corporations or 
partnerships are in accordance with articles 42 and 1691 of the civil code. These 
provisions determine that the existence of juridical persons of private law begins 
at the time of its registration in the register. 

As to the organization of the corporation, article 129 of the Code of Commerce 
determines that mercantile companies will be regulated by the clauses and condi- 
tions of their contracts and, as to matter not expressly regulated, by the disposi- 
tions of the code of commerce. With reference to corporations, or compafias 
anénimas as they are called by the code, article 130 in its items 3 and 161 points 
out their principal features: ‘‘As a general rule, mercantile companies shall be 
constituted by adopting one of the following forms: * * * the corporation 
(anénima), in which the members who form a common fund shared in accordance 
to certain proportions, represented by shares or in some other undoubted manner, 
entrust its management to removable agents or administrators who represent 
the company under a denomination appropriate to the object or undertaking to 
which its funds are applied.’’ Article 161 of the same code establishes ‘‘the lia- 
bility of the members of a limited company for the obligations and losses thereof 
shall be confined to the funds which they contribute or have promised to con- 
tribute to the company estate.’’ Finally, article 159 of the same code lists all 
the requirements which should be included in the written agreement of constitu- 
tion, adding in its final part that, in addition to those requirements, it is possible 
to include in the written agreement all the legal clauses and special conditions 
which the partners deemed convenient to establish. This provision is in accord- 
ance also with the last part of article 127, which says: ‘‘Members may not make 
secret agreements, but all must appear in the social instrument.”’ 
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The legal principles above stated authorize the following conclusions: 

1. That in Peru the corporation has a legal personality different from that of its 
shareholders. 

2. That the creation of a corporation, insofar as formalities are concerned, 
reguires that the contract of corporation be reduced in writing, and that it be 
registered at the Register of Companies in the public register. This registration 
is mandatory, and from it derives the juridical personality of the corporation. 

3. That, as to corporations, the principle of publicity rules. 

4, That, as to its organization, the shareholders have a broad degree of freedom 
of action, being entitled, also, to devote it to the purposes they deem more con- 
venient insofar as those purposes are not contrary to the public order or good 
customs (art. 3 of the preliminary title of the civil code). 

5. That the responsibility of the members is limited to the amount of their 
shares and that of the corporation to the amount of its capital fund. 

6. That in Peru the corporations are created by free will of their members, the 
State not being authorized to exercise any control upon their formation nor upon 
their activities, exception made of the already mentioned legal provisions which 
regulate in a rather broad and legal sense the creation and development of the 
corporation. There are some exceptions in this matter; that is, insurance com- 
panies, banks, and companies dedicated to the exploitation of oil and gas, which 
are subject to special legislation. 

(a) Sources 


Sources of law are the Code of Commerce, section 3, title 1, of the second book; 
titles 4, 5, and 6 of the same section and book; the regulations of registrations, 
article 17 of the constitution, the civil code, in its articles which have already been 
cited and some special statutes (No. 9796, of January 27, 1943, on insurance com- 
panies; No. 11850, of June 20, 1952, amending and broadening the statute No. 
9796; statute 7159, of May 23, 1931, known as banking law; statute 1780, of 
March 11, 1952, known as the ley de petroleo) and, finally, some decrees of the 
executive power (decree issued on March 23, 1936, and on July 4 and 20, 1938, 
ratified by statute 8793 of December 15, 1938). 


(b) Procedure for the admission of foreign corporations 


The Code of Commerce, articles 15 and 21, the Constitution of the Republic, 
article 17, the regulations of registrations, article 186, and the decree 521, recognize 
the legal existence in Peru of foreign corporations and regulate and admission of 
them and the procedure whereby they can be authorized to operate in Peruvian 
territory. 

In accordance to article 17 of the constitution, mercantile companies, either 
foreign or national, are subject, without exceptions, to the laws of the country. 
In every contract entered into by the state with foreigners or in the concessions 
which the state grants in favor of foreigners, it should be stated that the foreigners 
will willingly submit themselves to the laws and courts of the Republic, and that 
they renounce any kind of diplomatic protection. 

Article 15 of the Code of Commerce states: ‘Foreigners and companies formed 
abroad may practice commerce in Peru, subject to the laws of their country as 
regards their capacity to contract, and to the provisions of this code, in all that 
concerns the creation of their establishment within Peruvian territory, their com- 
mercial transactions and the jurisdiction of the tribunals of the nation. The 
provisions of this article shall be understood without prejudice to what may be 
enacted by treaties and conventions with other powers in particular cases.”’ 

Article 21, last part, of the same code states: ‘‘Foreign associations which wish 
to establish themselves or to create branches in Peru shall produce and enter in 
the register a certificate issued by the Peruvian consul that they are constituted 
and authorized in accordance with the laws of the respective countries, in addition 
to their constitution and the documents required for Peruvian associations,” 
decree 521 of November 22, 1955, clarifies and regulates article 21 establishing 
that the consuls of Peru are obliged, at the requirement of the interested party, 
to issue the certificate which is required by article 21 of the Code of Commerce 
for the inscription in the Mercantile Register of the companies which want to 
establish themselves, or to create branches in Peru, certifying that they are 
constituted and authorized in accordance to the laws of the country of origin. 
Article 2 says that those certificates will be issued on the basis of the report re- 
quested officially to the competent authority of the country of origin. Article 3 
states that if there is an evident impossibility by that authority to issue that 
report, it will be required of the chamber of commerce of the place or of a lawyer 
or notary of well-known professional capacity and good morals. 
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It is on the basis of the prescriptions already mentioned and of what is indi- 
cated by article 186 of the Regulation of Registration, that it can be stated that 
the procedure for admission of foreign corporations in Peru is as follows: 

In order for a foreign corporation to become authorized to do business in Peru 
it must bring about there the establishment of a legal branch (sucursal). This 
can Only be with the consent of the appropriate Peruvian authorities who enjoy 
great discretion about the matter. To have reasonable grounds to expect that 
permission for such a branch will be granted, a number of things must first be 
done. These are treated separately below. 


(c) Necessity for appointment of attorney in fact 


The first step the foreign corporation must take in this connection is the appoint- 
ment of an attorney in fact by resolution of the Board of Directors specifically 
empowering him to establish the proposed branch in Peru. This attorney in fact 
can be either a Peruvian or a foreigner. 

If a Peruvian is appointed attorney in fact, the below-enumerated documents 
should be delivered to him. To these, in such case, should be added his own 
formal acceptance of his appointment. 

If foreigner is named attorney in fact, he must also bring to Peru the below- 
discussed documents. These are— 

1. His general power of attorney to act. 

2. Certificate of incorporation of the foreign corporation. 

3. Certificate of recordation of the certificate of incorporation in the 
country under whose laws the corporation in question was formed. 

4. Certified copy of the bylaws of the foreign corporation. 

5. Certified copy of resolution of board of directors authorizing domicilia- 
tion of the company in Peru. 

6. Certified copy of resolution of the board of directors allocating a stated 
amount of capital to the branch to be established in Peru. 

7. Certificate of present existence and good standing of the corporation in 
question, issued by the appropriate authorities of the country under whose 
laws it was organized. (Art. 186 Regulations of Registrations, arts. 15, 21, 
Code of Commerce.) 


(d) Necessity for legalization in country of origin 

The foregoing documents must all be “legalized” by the Peruvian consul in 
the country under whose laws the corporation in question was formed. This 
means that such consul must place on each document involved his own certificate 
reciting, in effect, that the document is genuine. Such legalization is an indis- 
pensable step. If the documents are brought to Peru without it, they will be 
treated as nullities and the attorney in fact, although duly and properly authorized 
to act, will be powerless to accomplish anything. (Art. 186, Regulations of 
tegistrations.) 
(e) Necessity for legalization of documents in Peru 

After the attorney in fact has brought the required properly legalized papers 
to Peru he has several steps to take. The first of these is to secure legalization 
by the Peruvian Ministry of Foreign Affairs of the legalization executed by the 
Peruvian consul in the country of origin of the documents. After such second 
legalization the papers are ready for the next step in the process of qualifying the 


foreign corporation to do business in Peru. (Art. 186, Regulations of Registra- 
tions.) 


(f) Necessity for official translation to Spanish 


This step is the official translation of all the documents above-mentioned to 
Spanish. This must be done by the translations section of the Peruvian Ministry 
of Foreign Affairs. 'The documents will not be recognized in Peru for any purpose 
until this official translation by the Peruvian Government, through its Ministry 
of Foreign Affairs, has been effected. There is an established fee for such service. 
The Ministry stamps its translation as official on each page. This official transla- 
tion is then affixed by the Ministry to the corresponding text of each of the 
original documents. 

The time before such official translation can be ready varies from 10 to 15 days. 
(Art. 186, Regulations of Registrations.) 


(g) Recording power of attorney in Registro de Mandatos 


The next step due is the recording by the attorney in fact of his power of at- 
torney in the Registro de Mandatos of the Registros Piblicos of the department 
or departments where it is planned that the contemplated branch do business. 
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The attorney in fact has no authority whatever to act in Peru until his power has 
thus been recorded. This recording is the step that legally qualifies him to set 
about organizing the branch contemplated. Such recording is effected by an 
appropriate written application (solicitud) to the registrador (recorder) of manda- 
tos of the department where the planned branch is to do business. This procedure 
is not automatic in functioning and the time for completing it varies from a week 
to 15 days. (Art. 146, Regulations of Registrations.) 


(h) Conversion of documents to “‘escritura publica” 


The next step required after recording of the general power of attorney is the 
conversion of the corporate documents to escritura publica. This means that 
the previously enumerated documents brought to Peru by the attorney in fact 
must be taken by him to a Peruvian notary, to be transferred by this very im- 
portant Peruvian official to his official records. 

A Peruvian notary has no similarity whatever to an American notary. The 
elevation of the documents to escritura publica is initiated by a petition to the 
notary, called a minuta, signed by the attorney in fact, requesting that he elevate 
to escritura publica on his official records the documents required for establish- 
ment of the desired Peruvian branch. These will be attached to the petition or 
minuta. As will be understood, the attorney in fact is not legally able to sign 
minuta before his own status as attorney in fact has been officially recognized by 
the Peruvian authorities by allowing him to become recorded in the registro of 
mandatos in which Peruvian law requires all attorneys in fact to be recorded. 

The notario then copies all these documents, together with the attorney in 
fact’s petition to him, on his own records. The result is what in Peru is called 
an escritura publica. Once converted to escritura publica the documents cannot 
be attacked or altered by action of the parties. They become fixed public records 
and can only be altered by a new escritura publica (art. 127, Code of Commerce). 


(i) Payment of franchise taxes 


The next step to be followed in the establishment of a Peruvian branch of a 
foreign corporation is to secure the recordation of such escritura publica in the ap- 
propriate public records office (registro) of the province or provinces where the 
branch plans to do business. In the ease of business or mercantile corporations, 
this registro will be registro mercantil of said province (art. 17, Code of Com- 
merce; art. 185, Regulations of Registrations). 

The preedure is for the notario who has converted the necessary documents to 
escritura publica to address a written petition (solicitud) to the recorder (regis- 
trador mercantil) to which is attached two copies of the escritura publica, asking 
that he record it in his registro mereantil. Besides the escritura publica there 
must be submitted to the recorder the tax receipt showing payment of the franchise 
taxes and also a certificate of the most recent date possible showing the present 
existence of the foreign corporation. 

The latter requisite sometimes causes delays, as the registrador is entitled to 
make his own conclusion as to whether the foreign corporation is still in existence 
in its own country. Registradores have the reputation of being cautious men 
and enjoy great discretion as to whether to permit a petitioning foreign corporation 
to become enrolled on their registro. As a consequence, the procedure for getting 
a foreign corporation entered on the registro mercantil of a Peruvian province is 
by no means automatic, and rejections are common. The registrar must be 
assured to his own satisfaction that the corporation is a legitimate or authentic 
business or mercantile enterprise, and that it is actually in existence at the time 
of its application to establish a branch in Peru. 

If the corporate object does not conform to the Peruvian notion of a mercantile 
object as set out in its Commercial Code, the eseritura publica for its contemplated 
branch cannot become entered in the Registro Mercantil. It is best to figure on 
a minimum time of 2 weeks for getting an escritura recorded in the Registro 
Mercantil. 

Without recording of its escritura publica in the Registro Mercantil, the desired 
branch never comes into existence. Such recording is indispensable to its birth, 
and therefore to its becoming endowed with and protected by limited corporate 
liability (art. 1691, Civil Code; art. 174, Regulations of Registrations; art. 17, 
Code of Commerce). 


(j) Effects of entry of ‘‘escritura publica” in Registro Mercantil 


If the registrador is satisfied that the corporation is a mereantile corporation 
according to the Peruvian notion thereof and that it is in existence in its own 
country he will record all the documents above described in his Registro Mercantil 
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and assign them to a docket and page number. These numbers serve thereafter 
to identify the corporation in Peru. The registrador stamps these numbers on 
the inside back cover of each of the two copies of the escritura publica sent him. 
Then he retains one of these copies in his files and returns the other copy to the 
notary for addition to his escritura file. 

‘‘With that the foreign corporation has a duly constituted branch in Peru, and 
can proceed to do business as a corporation, with the usual protection of the limited 
liability that such status confers” (Richard M. Boesen, Rights and Duties of 
Foreign Businesses under Peruvian Law, Lima, 1953, pp. 222 to 227). 


(k) Requirements as to capital, agents, etc. 


As we have seen, the general rule is established in article 17 of the constitution 
of the Republic, that is the equality between foreign and national associations. 
This principle is also recognized by article 15 of the Code of Commerce stating 
that foreign corporations will be regulated in accordance to the provisions of the 
code with regard to the creation of their establishments within the Peruvian terri- 
tory and their mercantile operations therein. 

Since foreign corporations have been treated equally with Peruvian corpora- 
tions, we may say, insofar as the question of capital is concerned, that foreign 
corporations are entitled to begin operations, as the national corporations, with 
the amount of capital they deem convenient. If the foreign corporation has 
established a national subsidiary in Peru, which then has the eharacter of a 
Peruvian corporation, it will be bound to comply with the prescription of article 
171 of the Code of Commerce, the last part which says: ‘All shares shall be nomi- 
native until the payment of 50 percent of the nominal value. After this 50 
percent has been paid, they may be converted into bearer shares, if the company 
so desires by its charter, or by special act subsequent thereto.”’ 

As to increases of capital, it is also important to observe that article 172 of the 
same body of laws, that is, the Code of Commerce, forbids the issuance of new 
series of shares while the series of shares already issued have not been fully paid. 


(l) Insurance companies 


This type of company is subject to special regulations. In accordance to 
article 1 of Statute 9796, insurance companies both national and foreign, are 
obliged to have a capital not inferior to 1 million soles. This minimum amount of 
capital has been increased by Statute 11850 to 5 million soles. Article 3 of the 
same statute establishes that any association or person which, in any way, repre- 
sents foreign companies or acts in behalf of them, if they are not established in the 
country, is subject to the same obligation of having a minimum capital of 5 million 
soles, and that the companies established before the enactment of the statute, will 
have a period of 2 years to obtain that minimum capital. 

By virtue of Statute 11850, at the present time, every insurance company has 
to be a corporation with a minimum capital of 5 million soles, whose total has to be 
invested, equally, in immovables located within the territory of Peru and in na- 
tional securities which are subject to quotation on the stock exchange. Besides 
that, the shares of the insurance company have to be nominative. 


(m) Banks 


The banks in Peru are regulated by a special law, No. 7159 of May 23, 1931. 

First of all, it is important to recall that in accordance to article 18 of the 
Statute 7159, all banking enterprises have to be organized as corporations, in 
accordance to the laws which regulate the functioning of corporations. The 
charter and the bylaws of the banking enterprises have to be drawn in accordance 
to Statute 7159 and must be registered in the mercantile register as well as any 
later amendment to them. The charters and bylaws can include whatever clauses 
the members want if they are not contrary to the law. 

Articles 27 through 33 regulate the establishment of foreign banks. The 
process of admission is essentially the same as has been already described in 
section (b) of this report with the peculiarities and differences which are stated 
immediately below. In accordance with article 31 of statute 7159, the foreign 
banking enterprises which operate in Peru will enjoy the same rights and will be 
subject to the same statutes, governmental resolutions and regulations applicable 
to national banking enterprises of the same category, and with such exceptions 
that the statute and regulations may establish. 

The minimum capital required today from banking enterprises, in accordance 
to statute 11850, is of 10 million soles, if the main office or a branch office of the 
bank is located in Lima. If the main office of the bank is established in a city 
other than Lima without having a branch in Lima, the capital must be two million 
soles. 








234 RELATIONS OF THE U. 8S. AND OTHER AMERICAN REPUBLICS 


Insofar as agents are concerned, article 24 of the statute of banks determines 
that banking enterprises are not obliged to have a board of directors for the 
management of their business in Peru, but they are obliged to have, at every 
moment, an agent with sufficient authority to represent them. 


(n) Oil companies 


The Petroleum Law, No. 11780 of March 11, 1952, requires in article 7 that 
any foreign company which wants to apply for concessions, must be registered at 
the Public Register in Peru; that it creates a domicile in Lima; and that it ap- 
points an agent who has to be of Peruvian citizenship. Article 119 in its item 
first establishes that oil companies are obliged to give priority to Peruvian citi- 
zens in the hiring of employees in all the departments and jobs of the concessions 
and the same conditions and with the same salaries as those granted to foreign 
employees. The same priority for advancement should also be recognized in 
favor of Peruvian workers. The percentage of Peruvian workers that must be 
hired by concessionaires is 80 percent. 

(Art. 7, Statute 7505 of April 8, 1932.) Item 5 of the same article 7, determines 
that the companies are obliged to keep in the country special accounts of the 
operations of drilling, production, refining, manufacture, transportation and 
storage, independently of the commercial accounting required by other statutes. 
Articie 120 establishes the duty on the part of concessionaires to furnish the 
Ministry of Promotion (Ministerio de Fomento), such reports and information 
that this Ministry requires with reference to work, operations and production 
which they carry on as well as geological and geophysic reports related to the 
concessions and all the data which the regulations indicate. Similarly, article 
124 of the same statute determines that the executive power has the right and the 
duty of inspecting all the work and activities relating to the exploration, exploita- 
tion, refining, manufacturing, transportation, and storage to the substances to 
which the law makes reference, in order to verify the fulfillment of the obligations 
which the law and the regulation imposed upon the concessionaires. The execu- 
tive power has also the duty and the right to verify and control the price of sale 
of the product destined for national consumption and the operations which are 
taxed, and can also inspect at any time the accounting of the concessionaires. 

As can be easily seen, companies which are devoted to oil activities in Peru 
are obliged to accept the intervention of the state. 


(o) Restriction on the activities of corporations 


In addition to the rule of equality established by article 17 of the Constitution 
of Peru, articles 31 and 32 reiterate that principle. In accordance with article 31, 
property in Peru, whoever its owner may be, is regulated by the laws of the coun- 
try and is subject to the limitations and restrictions which they establish. Article 
32 states that foreigners are, insofar as property rights are concerned, in the same 
condition as Peruvians, without being entitled in any case to invoke exceptional 
situations or request diplomatic protection. 

These provisions of the constitution allow the conclusion that, as a general 
rule, foreign and national corporations are entitled to execute within borders 
of the Peruvian territory the same type of acts of commerce. However, due to 
reasons of security and also to encourage Peruvian investment, and the promotion 
of certain industries of national interest, the law has reduced to some extent the 
rights of foreign corporations. In the first place, we should mention here article 36 
of the Constitution of Peru which established that within 50 kilometers from the 
borderline, foreigners are not entitled to acquire or to hold by any title, land, 
water, mines or combustibles, either in a direct or indirect form, individually or 
bv means of partnerships; otherwise, they will be obliged to forfeit for the benefit 
of the state the property so acquired, exception being made of cases of national 
necessity so qualified by statute in an expressed manner. 

The restriction esta’ lished by the Statute 7505, with reference to the percentage 
of Peruvian personnel, is of a general nature, and it is applicable not only to oil 
companies hut in general to all employers, whether a private person, a partnership, 
or a corporation, whi h works in Peru. Hence, foreign corporations are obliged 
to have at least a minimum of 80 percent of Peruvian citizens working for them. 

With reference to insurance companies, it is worthy to note that by Statute 
11850, already referred to, they are obliged to accept the following restrictions: 

(1) A minimum capital totally paid in of 5 million soles. This duty is also es- 
ta' lished upon national companies of insurance. 

(2) That the capital has to be totally invested, in equal parts, in immovables 
located in the territory of Peru and in national securities quoted on the stock 
exchange. This duty applies to both, national corporations and foreign corpora- 
tions. 
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(3) That the shares must be nominative, be the insurance company, national or 
foreign. 

(4) That the majority of those shares must belong to Peruvian citizens. 

(5) That the majority of the members of the board of directors must be 
Peruvian citizens. 

The decree of March 23, 1936, and July 4, and 20 of 1938, ratified Statute 8793 
of December 15, 1938, established additional provisions which are applicable to 
foreign insurance corporations. Unfortunately, the fact that those decrees and 
statute are not available at present to the author, has prevented reference to their 
content. 

As to banks, statute 7159 of May 23, 1931, establishes, as a general principle, 
that in Peru, foreign banking enterprise enjoy a certain degree of freedom and 
autonomy. 

Article 35 of the same statute establishes that foreign banking enterprises are 
entitled to do business following the commercial practices already established, 
insofar as those practices are in accordance with the law of Peru and can be 
considered by the superintendent of banks as adequate and safe. 

By artiele 32 of the same statute, it is stated that no foreign banking institution 
can invoke any rights derived from its nationality with reference to business and 
operations undertaken in Peru. Any kind of controversy which may arise, 
about business operations whatever its nature might be, will be resolved by the 
Peruvian courts. The next article, 33, says that Peruvian creditors and foreigners 
domiciled in Peru, have a preferential right over the assets of the foreign banking 
enterprise if those assets are located in Peru. Finally, by article 36 of the same 
statute, it is required that any branch of a foreign banking enterprise which is 
established or will be established, in Peru cannot function unless such banking 
enterprise has obtained special authorization, in writing, from the superintendent 
of banks. 

Finally, insofar as foreign corporations which are devoted to the exploitation 
of oil is concerned, by statute 11780, certain restrictions have been established 
which can be summarized as follows: 

(1) That those companies are not entitled to petition, request, acquire or hold 
the concession to which the law refers, directly nor indirectly, for the benefit of a 
government or a state, nor for the benefit of corporations or companies which 
depend on those states or governments. 

(2) Article 9 repeats the constitutional provision which forbids the acquisition 
by foreigners of any kind of property within 50 kilometers from the borderline. 

(3) It is interesting to include in this summary the provision established by 
article 17 of statute No. 11780 aecording to which the companies which now are 
organized in Peru with foreign capital are obligated to offer to Peruvian citizens 
30 percent of its shares as a minimum, at the time of their incorporation, in such 
a way that the capital of the corporation may include national capital in the above 
mentioned percentage, or in the lesser percentage which might result from the 
subscription. This offer must remain open 90 days but once this period of time 
has elapsed it ean be terminated. 

(4) The executive power, with the approval of Council of Ministers, is entitled 
to deny or to limit the applications of concessions when they are considered in- 
convenient to the national interest. 

(5) The concessionaires do not have over the topsoil any other rights than 
those declared by the law. By virtue of the concession of exploration or of ex- 
ploitation, the concessionaire acquires the exclusive right to explore or to exploit 
the substances to which the law makes reference, during a fixed period of time and 
in a determined area; and as to the concession for the manufacture, refining, 
transportation, and storage, the concessionaire acquires the right to undertake 
those operations. 

(6) Finally it is important to state that in accordance to article 5 of the same 
statute, No. 11780, the concessions are considered to be immovable property from 
which real rights derive that can be subject to mortgage, thus facilitating the 
development of this type of commercial activities. 

(p) Regulation of shares and securities of corporations 

Notwithstanding the mercantile character of the issuance of securities, it is a 
type of contract which has not been regu.ated by the Code of Commerce of Peru. 
The only norms available in this code which make some reference to this matter, 
are articles 21, 69, 537, and 557. Instead the civil code, in its section related to 
‘‘instruments to the bearer” (art. 1802 and following), establishes certain kinds 
of limitations on the issuance of this type of instrument to the. effect that only 
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associations legally created and public corporations are entitled to issue instru- 
ments to the bearer. If securities are issued with mortgages as collateral the 
Banco Central Hipotecario of Peru is the legal entity which should act as trustee 
in order to verify the legality of the issuance of the securities and the economic 
solvency of the associations. Those functions are to be undertaken by the 
Banco Hipotecario Central of Peru in accordance to its own organic law and to 
what has been its usual practices. 

Article 21 of the Code of Commerce, item 10, says that in the ledger for the 
inscription of each merchant or association should be registered the issues of 
shares, cedulas and bonds of railroads and all kinds of associations, whether 
companies for public work, credit or others, expressing the series and number 
of the securities of each issue; their interest, income, redemption and premium, 
when they have one or the other; the total amount of the issue; and the property, 
works, rights or mortgages, if any, which are subject to their payment. 

The contract of issuance, on the other hand, must be reduced in writing, with 
the formalities of the notarial instrument escritura publica, and has to be registered 
at the public register. 

With reference to the issuance of bonds with pledges as collateral or with 
floating guaranties, and the issuance of debentures, it is important to quote 
what has been said by Dr. Hernando Lavalle Vargas in his book, La Emision de 
Obligaciones por las Sociedades Anénimas, 1953. 

Dr. Lavalle says that in Peru, even though the issuance of bonds with pledges 
as collateral, or with floating guarantees, or the issuance of debentures has not 
been regulated specificially by law, it can be said that they have been foreseen 
and authorized by item 10 of article 21 of the Code of Commerce when it states 
that the ledger of registration of the association has to list the issuance of shares, 
bonds, etc., stating the serial number, instruments, ete., and the property, rights, 
or mortgages if any, which are subject to the payment of the debt. Similarly, 
taking into consideration the reasons given by the legislator for section 12 of the 
same code it is evident that there are several classes of instruments which can be 
issued to the bearer and when listing them, mention is to be made to the secu- 
rities or to the securities with mortgage as collateral issued by companies or by 
private individuals. 

With the enactment of the Civil Code of 1936 some problems have been raised 
as to whether article 21 of the Code of Commerce has been revoked or not. Some 
jurists think that the legislators have legislated in the first title of section 6 of the 
code only with reference to securities to the bearer or nominatives with mortgages 
as collateral, and hence, that these are the only types of instruments which can 
now be issued in accordance to the laws of Peru. 

Other authors, on the contrary, hold that even if it is true that section 6 of the 
civil code has by its main object the legal regulation of the securities which can 
be issued merely by virtue of the declaration of a unilateral will, it is not correct 
to construe in a stricter manner these provisions because article 1823 of the same 
code, stated that the code has derogated only those legal provisions in force until 
the enactment of the code that are directly in opposition to its specific provisions. 
Therefore, since there is nothing in the civil code of 1936 which contradicts directly 
with item 10 of article 21 of the Code of Commerce, the conclusion is that item 10 
or article 21 remains in force and hence other types of securities than those men- 
tioned by section 6 of the civil code can be issued. 

Today this conclusion has been to some extent lent strong support by the fact 
that the regulations of registrations approved by the Supreme Court in December 
of 1936, that is to say, after the enactment of the new code, regulate in article 191, 
the registration of the issues whose payment has not been secured by immovables 
or real rights, whose registration is required by article 180. Hence, the regula- 
tions admit the possibility of registration of issue, either with mortgage security 
or personal security, as well as debentures and those with floating guaranties. 

Aside from the provisions related to the registration of issues without mortgage 
as collateral and of those indicated in section 12 of the Code of Commerce, there 
are no legal precepts which regulate the issuance of any other type of securities. 
Therefore, they can be issued freely, but since every issue, because of the great 
number of investors, affects the public order, the enactment of a law which 
regulates and contemplates this problem is an urgent necessity. 


(q) Regulation of meeting of shareholders and board of directors 


The Code of Commerce of Peru does not have any express provisions on this 
matter. The meeting of shareholders is either ordinary or extraordinary. The 
first type of meeting is that which has to be held at least once a year, with the 
purpose of electing the board of directors or of ratifying its acts; of approving the 
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annual balance sheet, and of adopting decisions in the matters which, in accord- 
ance to the statutes, have to be considered and decided by the meeting of share- 
holders. The extraordinary meeting of shareholders is that which, as its name 
indicates, meets once in a while in order to study, decide, and execute matters 
which cannot wait until the next ordinary meeting of shareholders. 

Article 159 of the Code of Commerce establishes in one of its items that the 
charter of a corporation must indicate the times and manner of calling the ordinary 
general meeting of shareholders and the cases and manner of calling extraordinary 
meetings of shareholders. Article 175, regulates expressly the way in which those 
general meetings of shareholders have to be carried on when the purpose is to 
increase or reduce the capital. This special regulation covers the requirements 
as to minimum for those meetings. 

In Peru it is perfectly legal and possible to vote in the meetings of shareholders 
by proxy. Therefore, if there are foreign shareholders who are living abroad, 
they have a chance to exercise the right to vote by means of proxy. 

There are no provisions in the Code of Commerce with reference to meetings of 
the board of directors of corporations, and article 159, already quoted, determines 
that the charter must name the persons who will be entitled to manage the corpo- 
rations and the manner in which to fill the vacancies which occur. Actually, it 
is the practice in Peru that the members who integrate the board of directors of the 
corporations, meet periodically (i. e. once a month, once each 2 months, or in any 
other period of time that the statutes have indicated) in accordance to the needs 
of the corporation. In those meetings the questions concerning the administra- 
tion, management, and business of the corporations are considered. Finally, it 
is important to state that under the Peruvian legal system there is a great liberty 
of action insofar as the internal organization of the corporation is concerned 
(be they national or foreign). They are entitled to establish in their charter 
the manner and times of the meetings of shareholders and directors. 


(r) Regulation of operation and financing 


On this matter, there are no restrictions which affect foreign corporations. 
They are entitled, as the national corporations are, to request loans from banks 
and to issue shares, obeying the prescriptions of article 472 of the Code of Com- 
merce already mentioned, or are entitled to issue debentures or bonds either with 
mortgage or pledges as collateral or with floating guaranties, as has been indicated 
in paragraph (p) of this summary. 


(s) Requirements as to reports and accounting. 


Statute 7904 of July 26, 1934, which regulates the income tax of foreign corpora- 
tions, establishing their duties with reference to the matter of taxation. Article 
23 of Statute 7904 says that the income tax will be applied also to associations 
partnerships, corporations and in general to any entity which even though domi- 
ciled abroad, has income or profits, which derive totally or partially from the 
exploitation of industries or business of any nature in Peru. 

On the other hand, the partnerships, companies, corporations, or, in general, 
any kind of association even though incorporated or registered or domiciled 
abroad, are obliged to file the annual balance sheet, if the total amount of their 
gross income is derived from exploitation of natural resources of the country or 
from other business or products of national origin. 

Article 24 of the same statute establishes that every company, partnership, 
institution of credit, and in general, the entities or persons mentioned in articles 17 
and 53 (where as we have seen, foreign corporations are mentioned), are obliged 
to send annual balance sheets with the data and declarations required by the 
executive power, to the offices of departments of the government with jurisdiction 
on the matter subject to the responsibilities and sanctions which may fall upon 
them if there is omission or lack of certainty in the statements. 

To conclude we may say that foreign corporations in Peru are obliged to file 
annually with the Superintendente de Contribuciones del Ministerio de Hacienda 
a sworn statement about their profits, to which should be attached the annual 
balance sheet, so as to enable the determination and collection of the pertaining 
taxes, The corporations are also obliged to file the data and declarations which the 
executive power of the corresponding offices may request in order to control their 
activities, a provision which has been justified on the basis of the paramount 
national interest. 


(t) Regulation applicable to foreign corporation with national subsidiaries 


National subsidiaries which have adopted the form of corporations are subject 
to the same rules and duties applicable to Peruvian corporations constituted in 
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Peru. Thus, their incorporation requires the presence of at least two or more 
persons (members, socios) who contribute with capital to the corporation; that 
the contract be reduced to a notary instrument and then registered at the public 
register of partnership and corporations, etc. 

The Code of Commerce of Peru does not require any minimum capital to foreign 
corporations, exception made of bank companies, and insurance companies, 
as we have already seen, and it is not required that all the capital be totally paid 
in. The only limitation on this matter is article 171 of the Code of Commerce 
requiring that the shares be nominative until 50 percent of the nominal value 
has been paid in. After the payment of this 50 percent, they can be converted 
into shares to the bearer if it has been so provided by the corporation in its 
charter or by special decisions after its incorporation. 

As to other matters, as we have said, the national subsidiary of a foreign corpora- 
tion is obliged to apply, to obey, and to accept the provisions of Peruvian legisla- 
tion. 

FOREIGN CoRPORATION LAW OF VENEZUELA 


a. Theory of business corporations and source of laws 

In Venezuela, another civil-law country, the law governing the organization 
and operation of commercial companies is found in the Commerce Code. A 
specific section, containing various articles, deals with foreign corporations seeking 
to carry on activities in Venezuela. 


b. Procedure for admission of foreign corporation 


Chapter VII, section XI of the Commerce Code establishes the requirements 
concerning foreign corporations carrying on activities within the Republic of 
Venezuela. 

Article 354 of the Commerce Code states that companies organized in a foreign 
country which have, within the Republic of Venezuela, the principal seat of their 
business, commerce or industry, are reputed to be national companies. 

Those companies, also formed in a foreign country, which only have branches 
or business within the republic which do not constitute their principal purpose, 
retain their nationality but shall be considered to be domiciled in Venezuela. 

Article 354 then enumerates the documents necessary for the registration of a 
foreign corporation within the republic: 

1. A certified copy of the articles or certificate of incorporation, as amended to 
date, and of any other corporate documents necessary for the organization of the 
company. Also, a certificate of recordation of such articles if recordation is 
required by the corporation law of the State of origin. 

2. A certified copy from the secretary of state of the state of origin of the 
pertinent sections of the corporate law of the state or country under whose law 
the corporation was organized. 

3. A certified copy of the bylaws of the corporation, certified to be correct by 
the secretary of the corporation. 

These documents (1, 2, and 3 above) are registered in the commercial resister 
where the branch is to be established and are then published in a newspaper of 
the locality. 

4. A seneral power of attorney granted by the corporation to its representative, 
giving him broad authority to represent the company in Venezuela. The power 
of attorney mrst be notarized. 

5. Certificate issued by the secretary of state of the principal domicile of the 
corporation that the corporation has legal and juridical personality and is presently 
engaged in business within said domicile, if the company has not been recently 
organized. 

All of these documents must be legalized by a Venezuelan consul of the 
jurisdiction. 

If the documents are not in Spanish, they must be translated into Spanish in 
Venezuela by a public translator. 

The above-mentioned documents are presented to the commercial court of the 
jurisdiction in the locality where the branch is to be established along with the 
petition for recistration and domestization. Upon publication of the documents, 
the qualification of the company is complete and it is ready to do business in 
Venezuela. 


c. Requirements as to capital, resident agent, etc. 
There is no minimum requirement as to the amount of initial capital; it can be 


fixed at any amount convenient for the purposes of the branch operations, but a 
specific amount must allocated for the branch operations. 
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With regard to the “resident agent”, article 355 states: “The companies to 
which the preceding article refers (art. 354) shall maintain a representative in 
Venezuela who shall be deemed to have the fullest powers, except that of alienat- 
ing the enterprise or the franchise if that power is not expressly granted to him.” 
d. Restrictions on corporation activities 

As stated in the second paragraph of article 354 of the Commerce Code, foreign 
corporations maintaining a branch within Venezuela which does not constitute 
their principal activity, retain their nationality. Consequently, foreign corpora- 
tions are free to carry on business, provided they do not violate any of the estab- 
lished laws controlling corporations in general within Venezuela. 

e. Regulation of corporate securities 

The law of the principal domicile of the corporation governs in this instance. 
f. Regulation of meetings—Shareholders and directors 

Again, the law of the principal domicle of the corporation governs in this in- 
stance. As is usually the case, regular general meetings of both directors and 
shareholders are to be held annually; special meetings being held whenever there 
is just cause. 

g. Regulation of finances and operations 

The law of the principal domicile of the corporation governs its finances and 
operations, including those of the branch established in Venezuela. 
h. Requirements as to reports and accounts 

All businesses, including foreign corporations, are required by the Commerce 
Code to carry a journal, a ledger, and a so-called inventory book in which is 
entered the balance sheet of the company. In the case of a foreign corporation 
the balance sheet shows only its business in Venezuela. 

The books must be earried in Spanish, but there is nothing to prevent the foreign 
corporation from carrying duplicate or additional books in another language. 

t. Regulations applicable to foreign corporations with domestic subsidiaries 

In order for a foreign corporation to be an incorporator in a Venezuelan corpora- 
tion, the former need only issue a special power of attorney to an individual who 
will act on its behalf. A minimum of two incorporators is required for the 
organization of a Venezuelan corporation. 

Mr. Byrp. Mr. Vallance, I want to express appreciation to you 
for giving us your time. I know you have put considerable effort 
and time into the preparation of your statement. The background of 
experience from which you speak is certainly one which impresses me 
and I am sure the members of the subcommittee as well. 

I think your statement and your answers to our questions and your 
recommendations will be helpful to us. We are very pleased that 
you brought with you Mr. Barrett O’Hara II, and your charming 
secretary. She has helped to make the atmosphere of our hearings 
today as pleasant and as rare as a day in June and I think for the 
record I should state her name, Miss Jeanne C. Smith, Secretary to 
Mr. Vallance. 

The meeting is adjourned. 

(Whereupon, at 12:55 p. m., the subcommittee adjourned, to 
reconvene at the call of the chairman.) 
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House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
SUBCOMMITTEE ON INTER-AMERICAN AFFAIRS, 
Washington, D. C. 

The subcommittee met, at 10:40 a. m., in room G—3, United States 
Capitol, Washington, D. C., Hon. Robert C. Byrd (chairman of the 
subcommittee), presiding. 

Mr. Byrp. The subcommittee will be in order. 

We are continuing the hearings, recessed for a few days, which were 
started sometime ago, in an attempt to secure information that might 
be helpful to the subcommittee and the full committee and the Con- 
gress in approaching the problems that exist between this country and 
Latin America. 

We have with us today the Honorable Thomas C. Mann, the 
Assistant Secretary of State for Economic Affairs. He is accompanied 
by Mr. J. B. Amstutz, his assistant, and Mr. Edward Clark of the 
Office of the Assistant Secretary of State for Congressional Relations. 

Mr. Mann, our general subject is ‘‘Relations with Latin America,” 
as I have already stated. The subcommittee felt that following the 
visit of the Vice President to Latin America and in the face of certain 
events that took place, there were problems which hitherto perhaps 
had not been fully exposed, but which nevertheless warranted close 
scrutiny by the legislative branch of our own Government. 

So the subcommittee held several days of hearings and we are contin- 
uing our hearings today in the same vein. For anything that you can 
say to us that will help to illuminate our pathways, any help to point 
up problems that do exist, any recommendations or suggestions that 
you might have that would enable us to arrive at solutions to the 
problems and that would contribute to a better relationship between 
Latin America and our own America, the subcommittee will be very 
grateful. 

You may proceed in any way you prefer at this point, with a 
statement if you like, after which the subcommittee members may 
wish to ask you some questions. 


STATEMENT OF HON. THOMAS C. MANN, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Mann. Mr. Chairman, is my understanding correct that this 
is an executive session and not for publication? 

Mr. Byrp. The subcommittee is meeting in executive session. 
The record will be edited; you will have an opportunity to look it 
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over; it will be edited and we do hope to be able to provide to the 
American people through the press a statement of the hearings. 

Mr. Mann. Thank you, Mr. Chairman. I do not have a prepared 
statement, but I can if you wish give a summary of some of the more 
important economic problems in the area which I think do contribute 
to the overall relations between Latin America and the United States. 

I think it is accurate to say that there are great pressures in Latin 
America for a more rapid economic development iat governments are 
making determined efforts to meet this pressure which is very wide- 
spread and comes from the grassroots. 

If I may, I would like to list four problems which are related to that 
general overall problem. All of these, of course, are in the economic 
field, since I am not in the political bureau, which is responsible for 
political relations with Latin America. 

Problem No. 1. Balance of payments. 

Because of this pressure, governments in some important countries 
customarily run budgetary “deficits, rather large budgetary deficits. 
They maintain liberal credit policies in order to encourage rapid ex- 
pansion and diversification of industry. In the train of these two 
things comes inflation. And with inflation comes unrealistic exchange 
rates; the local currency is pegged without any real regard for its value 
in comparison with hard currencies and that, in turn, makes their 
domestic production very costly and makes it cheap to buy from the 
outside. 

You therefore have this tendency to overbuy, to import more than 
can be paid for from export earnings. This leads to balance of pay- 
ments deficits and commercial backlogs. And then the countries 
must seek from the IMF and other institutions, usually banking, 
assistance covering the gap between their exports and their imports. 

To cope with this problem, I think two things are required. One is 
sounder fiscal and monetary policies, something over which we have 
no control, and secondly, perhaps an expansion of balance of payments 
loans which can be made during times of crisis, loans which are nor- 
mally made through the Inter national Monetary Fund set up for that 
purpose. 

We realize in the State Department that world trade has expanded, 
I think four times—drawing on memory—since the IMF was set up 
and many people believe, both here and abroad, that serious considera- 
tion should be given to increasing the resources of the International 
Monetary Fund so that in times of crises they will have adequate 
resources to cope with this problem. 

I need not point out to this committee that the International 
Monetary Fund is in a much better position than any government 
could be to talk to other governments about sensitive things such as 
their internal financial and fiscal policies. 

The second major problem is in the field of commodity prices, or 
what Latin Americans and others often refer to as stabilization of 
commodity prices. 

Under this general heading you can find the problem expressed in 
a number of ways. I would say in some of the more extreme sectors 
of opinion they talk about the difference in price between what they 
produce, their raw materials, and what the industrial nations produce, 
very much I think as the South felt about the North prior to the Civil 
War when the South, an agrarian economy, was talking about being 
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“exploited” by the industrial North. This notion has moved down 
South now. 

They talk, for example, about parity in prices between a Ford auto- 
mobile and a bushel of wheat. But so far no one has devised a 
practicable formula for figuring out how we arrive at a “parity” 
price for the manufactured goods we sell to them and how an artificial 
price of things that they sell to us can be determined. 

In recent months this has probably been the No. 1 problem because, 
as you all know, the prices of primary commodities all over the w orld 
produced by underdeveloped countries not only in Latin America, 
but in south Asia and other places—tin, rubber, lead, and zine and 
copper have tended to drop very, very substantially. 

Many of these countries depend on one single export both for their 
budgetary revenues—because they do not collect large income taxes— 
and for their foreign exchange. 

Their foreign exchange position, their ability to trade and to import 
the things they need to keep their economy going is dependent very 
often on one commodity. In the case of Cuba, it is sugar; in the case 
of Venezuela, it is oil; in the case of Chile, it is copper; in the case of 
Brazil and Colombia, Costa Rica, Guatemala, Salvador and, to a 
lesser degree, other countries, it is coffee. 

Mr. Byrp. And in the case of Argentina? 

Mr. Mann. It is principally meat, wool, and wheat 

We have been searching for ways to find a solution to this problem 
which would be compatible with our own economic system and which 
would meet at least part way their desire to stabilize prices of these 
materials upon which they depend so greatly. 

Some 2 months ago, we got permission from the Council on Foreign 
Economic Policy to conduct what we call a coffee study group in 
which we agreed to sit down with and did sit down with coffee pro- 
ducing and consuming nations from a large part of the world. 

We have been attacking that problem—if this gets too technical 
and boring, you can stop me. First, how do you cope with a 34- 
million-bag- coffee surplus that exists in Brazil? World consumption 
of coffee is only 37 million bags a year. 

Mr. Morano. How many pounds in a bag? 

Mr. Mann. 132, I think. Something in that neighborhood. 

Brazil alone will have available for export some 34 million bags of 
coffee this year. If they were to put all of that on the market, the 
price of coffee would probably drop to a point where some 6 or 7 Latin 
American countries would be bankrupt and the United States would 
then be faced with a most difficult decision of whether to do nothing, 
to help with a massive aid program, or to try to stabilize the price of 
coffee. 

In order to try to prevent such a situation, we are talking with 
these exporter countries and we are saying to them in effect, “If you 
can get together and agree on limiting your exports to a level which 
will maintain a price fair to the producer and the consumer, we 
recognize that that is in the interests of the whole free world, including 
the United States, but do not try to take advantage of the consumer.” 

To what extent that will be successful from an economic point of 
view remains to be seen. It depends in part on the willingness of all 
significant producers to go along. 
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Mr. Morano. Could you, for the record, supply the total amount 
of production, coffee pr oduction in Latin America as compared with 
the total amount of production in Africa and other parts of the world, 
and the dollar value, if you can place such a dollar value at a certain 
level, either at the producer level or at the consumer level? 

Mr. Mann. I could supply that easily, but I do not have it with 
me at the moment. It would be very helpful to do that. 

(In a letter dated August 11, 1958 from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations, to Hon. 
Robert C. Byrd, chairman of the Subcommittee on Inter-American 
Affairs, the following information was furnished :) 

The total world production of coffee in the coffee year 1957-58 was 51,885,000 
bags of 132 pounds each. The 1958-59 world crop is estimated at 58,610,000 


bags, a record year. The following table of total production (of which about 
80 percent is of exportable quality) shows a breakdown by areas: 








| 
| 
1956-57 | 1957-58 | 1958-59 
Latin America_-_- 4 . x5) ch buchal ; | 33,790, 000 | 40, 855, 000 | 46, 305, 000 
Africa____ cTrrrcrtescst | “gt sooto00 | 8° 440,000} «9.715. 000 
eke eee 2, 590, 000 
World total.._.._. sseoseeseeseeceeseesseny "45, 215, 000 | 51, 885,000 | 58, 610, 000 











As a result of high 1954 prices, substantial new plantings were undertaken in 
Brazil, in Africa, and in other Latin American countries; thus a general increase 
in production is expected. To illustrate the growing imbalance between supply 
and demand, world demand for consumption in recent years has been about 
37,500,000 bags per year. The total dollar value of Latin American exports of 
coffee in 1957 is estimated at $1,788,817,000. A rough estimate of the value of 
the generally cheaper African coffee exports for 1957 would be $450 million. 

Mr. Mann. I can say that African production has been rising 
steadily. I think it now constitutes 16 percent of United States con- 
sumption as compared with about 8 percent of the United States 
consumption some 3 years ago. 

Mr. Morano. And the quality? 

Mr. Mann. The quality does not compare with your milder coffees 
in Central America and Colombia, but I am also told that the quality 
is less important in soluble coffees than it is in roasted coffees. It 
takes a smaller mixture of good coffees to make it palatable, which 
gives them an advantage over the higher priced coffee. 

We are considering a similar study group in the case of lead and 
zinc, which is of great importance to Mexico and Peru as well as to 
our own industries here, and, of course, Canada, Australia, and others. 
It is too early to tell yet whether we will go ahead with that. It is 
under active consideration. Even if we do get permission to go 
ahead, we do not know whether we can find a ‘mutually satisfactory 
basis for limitation of excessive exports during times of stress. 

[ am trying to cover the problems as listed by Latin Americans. 

The third thing that they talk about a great deal and with some 
justification is the lack of a sufficient quantity of economic develop- 
ment capital. I think that all of you know that in Latin America it 
is not customary to have significant amounts of local savings. Private 
interests do not save money as they do in this country. The Govern- 
ment. itself, as I have already mentioned, does not collect large 
revenues from income taxes. They have never found a way to enforce 
effectively the income taxes that they bave, so that in large part they 
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are dependent on outside sources of supply for the capital they need 
to diversify and expand their industries. They look largely to the 
United States for that. 

Our conclusion is that there is no lack of loan capital in terms of 
hard dollar loans repayable in dollars because the Export-Import 
Bank is lending at a fairly good clip and recently received some $2 
billion additional lending authority which we think will cover all of 
the hard dollar loans that Latin America can effectively utilize within 
the limits of its borrowing capacity. 

We do believe that there is a problem in what is often called soft 
loans—that is, dollars which could be repaid in local currencies. If 
we could find some way to increase the rate of lending of soft dollar 
loans to Latin America, I think it would probably be the most helpful 
thing we could do in this field and would not only help them on some 
of their balance of payments problems, but would also facilitate a 
higher lending rate—it would make possible for banks to lend on a 
sound basis even more than they have been able to do so far. 

There are a number of projects, I think, where either the World 
Bank or the Export-Import Bank would be delighted to go ahead if 
they had some way of covering local currency costs. If you build a 
highway, for example, a large part of your costs are local labor. The 
government can print the money to pay the laborers to build the road, 
but that invites inflation, so if a soft loan could be made to take care of 
the local currency costs of these development projects, that would be 
of considerable help. 

This is under very active study now in the Department and we hope 
within a matter of a few weeks to have reached some decision on what, 
if anything, is practicable to be done in this field. 

Now, the fourth thing—— 

Mr. Morano. Before you leave that, may I ask a question? 

Mr. Byrp. Mr. Morano, would you mind withholding your ques- 
tions, please, because we are going into session at 11 and I would like 
the gentleman to complete his 4 points first, and then I will be glad to 
recognize members for questions. 

Mr. Mann. A fourth thing they talked a great deal about is a 
common market and I think that is probably the most difficult goal 
of all to achieve, for a number of technical reasons that I will not 
bother you with now, unless you are interested in going into it. We 
have given some thought as to whether it might be possible to find 
two or more economies which are complementary to each other and 
which might be willing to find a solution to the political and economic 
obstacles to the establishment of a true common market or free trade 
area. If you could overcome certain political problems and get these 
countries to agree to a customs union or a common market, I think 
it would be probably the greatest thing we could do to help them. 

There again it is a decision which ultimately they must make and 
we are considering ways in which we might encourage them to start 
dene this road and then build on it, instead of w aiting for 50 years 
until all of them will agree to form one great common market. 

If so, perhaps it might be possible to start out on a smaller scale 
and then gradually expand. 

Now, I think in a very brief and summary way, Mr. Chairman, 
those are the four foremost economic problems in the minds of Latin 
Americans. 
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Mr. Byrp. Mr. Morano, you have a question on the third point, 
I assume? 

Mr. Morano. First of all, I want to compliment you on your 
presentation, Mr. Mann. I think, though brief, it is a very direct 
and precise presentation and covers a very large field. 

(Discussion off the record.) 

Mr. Morano. Before we make a report, we would like to have any 
information you have on a firm plan. If you have some firm plan 
which would show we are trying to do something about the problem, 
that is. 

(In a letter dated August 11, 1958 from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations, to Hon. 
Robert C. Byrd, chairman, Subcommittee on Inter-American Affairs, 
it was stated that further information regarding a Latin American 
Development Authority will be supplied the subcommittee as soon as 
an administration position is agreed upon. On August 12, 1958, the 
Department of State issued the following press release :) 


[Press release No. 463, Department of State, August 12, 1958] 


STATEMENT BY Hon. C. Dovuaias DILLON, UNDER SECRETARY OF STATE FOR 
Economic Arrairs, BErorE THE INTER-AMERICAN EcoNoMIC AND SOCIAL 
CoUNCIL OF THE ORGANIZATION OF AMERICAN STATES, AuGusT 12, 1958 


As you are aware, the United States Government for some time has been 
giving unceasing attention to the economic problems of Latin America. Visits 
have been made to the area during the past year by the Vice President, by Secre- 
tary of the Treasury Anderson, by Dr. Milton Eisenhower, and, most recently, 
by Secretary Dulles. 

As a result of the reports made by these representatives of the Government of 
the United States and our coordinated studies of the economic problems of the 
area, the Secretary has now authorized me to report to you that the United States 
Government is prepared to consider the establishment of an inter-American 
regional development institution which would receive support from all its member 
countries. 


After the necessary preparatory steps have been completed, including consulta- 
tion with the other American Republics, the United States will be prepared to 
discuss the organization and responsibilities of such an institution at a mutually 
convenient meeting under the auspices of the Organization of American States. 

Mr. Byrp. Mr. O’Hara. 

Mr. O’Hara. I have been much interested in your recital. I was 
especially impressed by your statement that the feeling that existed 
before the Civil War has now gone further south—the feeling in 
agricultural regions that the industrial cities are taking too much 
of the price. 

How can this situation be improved? 

Mr. Mann. Well, if we can find some way to prevent violent swings 
in commodity prices—the price of coffee went from 7 cents up to 97 
cents—I think it would help. 

Mr. Morano. Is that a consumer price? 

Mr. Mann. Yes. I am talking about spot prices—spot prices per 
pound or per hundred pounds. It would be $5, or 5 cents. 

Such fluctuations cause tremendous dislocations in their budgets. 
They have to lay people off; there is unemployment. Then, the 
minute the price goes up, being very human, they gear their govern- 
ment expenditures to the highest possible price; so that when the 
price falls again they have to face important social and _ political 
readjustments. 
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Mr. O’Hara. How would you go about stabilizing the price of 
coffee? Would you have an established price? 

Mr. Mann. We are not talking price in this study group. Price 
would depend upon the amount which is exported. If there is a 
scarcity, the price goes up. If we have too much coffee, the price 
goes down. 

If we can stabilize within a 10-cent range, that would enable Latin 
American governments to plan on what their revenues were going to 
be and I think they would prefer this to the uncertainty of perhaps 
having a bonanza one year and a crisis the next. 

Mr. O’Hara. How would that be reflected upon the consumer? 

Mr. Mann. Well, I think if this plan works—and I do not guarantee 
that it will—if everybody will agree on what is a fair level of export, 
we would have a stable price. That would be less than the American 
consumer has paid for coffee in the last 10 years. The object would 
be eventually to have a price—a stable price—that both consumers 
and producers would agree was fair. 

Mr. O’Hara. And if the price were lower, would there not be larger 
consumption? 

Mr. Mann. That is a much debated point. The world consump- 
tion increases at the rate of 2 or 3 percent a year without much regard 
to price. 

Mr. O’Hara. I think I have exhausted my 5 minutes, Mr. Chair- 
man. 


Mr. Byrp. Mr. O’Hara, we are not operating under the 5-minute 
rule. 

Mr. O’Hara. I imagine we would have a quorum call very soon. 

Mr. Fascertu. I yield to Mr. Morano for his question. 

Mr. Byrp. Mr. Morano. 

Mr. Morano. I note that we have made a grant of $1 million to 
Guatemala to build a vocational school. Now, is that American 
dollars, or is it the local currency generated by perhaps a Public Law 
480 agreement? 

Mr. Mann. [ am not familiar with that. Mr. Smith handles aid 
on the ICA side. I can easily find out for you though. 

Mr. Morano. I wish you would. 

(In a letter dated August 11, 1958 from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations, to Hon. 
Robert C. Byrd, chairman of the Subcommittee on Inter-American 
Affairs, the following information was furnished :) 





The $1 million to help construct and equip a large vocational school, adequate 
for the needs of Guatemala, was in the form of a doilar grant. It was part of the 
$10 million special assistance grant to Guatemala authorized by Congress for 
fiscal year 1958. The $1 million was obligated in June 1958, and construction of 
the school, situated in the environs of Guatemala City, is expected to be well 
advanced during the current fiscal year. The United States financial contribu- 
tion to the school is being supplemented by the equivalent of $200,000 from the 
Guatemalan Government and $100,000 from private Guatemalan sources. ICA 
is now recruiting nine American technicians to assist in the training of the school’s 
instructors and administrators. 


Mr. Morano. If there should be an Inter-American Bank, could 


we not use Public Law 480 funds where there are 480 agreements for 
those countries to make contributions? 


Mr. Mann. Yes. 
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Mr. Morano. And then would it not be of advantage and have 
some psychological effect if we located an Inter-American Bank in 
Latin America? 

Mr. Mann. Yes, sir. 

Mr. Morano. Now, I am glad to hear that. 

There is one thing, Mr. Chairman, that does not come within the 
scope of his authority and his province. I would like to know about 
this Haitian situation. I would like for somebody to tell us how it 
began and the kind of ammunition and guns that were smuggled in 
and the brand and make and so on. 

Mr. Byrp. I think the subcommittee would like to have that 
information, Mr. Morano. 

Mr. Morano. And I suggest if we can hold a hearing that it be 
supplied. 

That is all I have to say, Mr. Chairman. 

Mr. Byrp. Let me ask the subcommittee, would it be your pleasure 
to go down and answer the quorum call at this time and then come 
back or wait until the second bell? 

Mr. Fasce.u. I would just as soon wait for the second bell. I just 
have a couple of short questions. 

Mr. Byrp. Very well. Sometime during this day’s meeting, I 
would like for us to discuss a couple of matters in executive session. 

Mr. Fascett. Why not just continue the meeting after the witness 
is dismissed? 

Mr. Byrp. Is that agreeable with the rest of the subcommittee? 

Mr. Morano, there is one matter which I am sure you will want to 
be present on. 

Mr. Fascell. 

Mr. Fascexy. Mr. Secretary, what is the Latin American objection 
to the creation of a re gional development authority as you envision? 

Mr. Mann. There are a number of problems. One is, how would 
you relate such a regional authority to the Monroney plan to a world 
authority? 

Mr. Fascety. The Monroney plan is not fact yet. 

Mr. Mann. That is right. 

Mr. Fascett. Do you not have to make the policy decision as to 
whether you are going to pursue world economic development on the 
basis of regional plans or an overall plan? Do you not have to reach 
that step first. before you can decide what you are going to do with 
the Monroney plan or the Inter-American Development Authority? 

Mr. Mann. That is correct. 

Mr. Fascett. Are we anywhere near reaching that kind of a 
decision? 

Mr. Many. I think so. I would like to say one thing. I do not 
want to leave the impression that the administration has made any 
decision yet. We are talking about problems and possible solutions. 

Mr. Morano. If there is any part on the record that you want to 
strike, you may strike it. 

Mr. Mann. Thank you. 

Mr. Fascetu. Is there any sound approach to doubling the world 
consumption of coffee? 

Mr. Mann. I think the biggest opportunity of doubling—I would 
say of greatly increasing—world consumption of coffee would be for 
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Western Europe to decide that they ought to treat coffee as a food 
and not as a luxury. 

Mr. Fasceuy. Mr. Secretary, | went to London last year and they 
have coffee bars on every corner, something I never expected to see 
in London. I was surprised. It seems to be taking hold. I do not 
know what that will do to consumption, but if the British can drink 
coffee, there must be some hope for increasing world coffee 
consumption. 

Mr. Mann. I think there is hope; yes, indeed. 

Mr. Morano. They drink a small cup instead of a regular-sized 
cup. 

Mr. Fasce tt. It is still coffee. 

The next thing I was wondering about is, in an effort to fix prices, 
that raises the question of storage of coffee. Is it a storable item? 

Mr. Mann. Not indefinitely. 

Mr. Fascett. Therefore, you would have to write off all excess 
coffee production. In other words, you have to destroy it? 

Mr. Mann. I think that is true. I do not know whether you can 
keep it 3 years, 2 years or 1 year. It is perishable and if you keep it 
too long you have to destroy it. 

Mr. Fascexy. So that means with Brazil in a position, for example, 
by itself, of practically supplying annually all world production, it 
means you would have a tremendous economic waste in the labor, the 
capital and the management necessary to achieve all the produc tion 
which you are then going to limit and on which you are going to 
peg a price. 

It would seem to me this whole approach is completely negative 
and is only a temporary expedient to the economic problem of a 
one-product country. 

Mr. Mann. Well, as we are all agreed, the problem of coffee divides 
itself into two parts. The first is the immediate problem of how you 
cope with this situation, which is all I have been talking about——— 

Mr. Fasceiu. I see. You have answered my question. This ap- 
proach is purely temporary because we do not know what else to do. 

Mr. Mann. That 1s correct, but we have ideas about talking—in 
fact, we have begun talking about producer incentives and the 
economic factors that cause overproduction. 

Mr. Morano. What about diversification? Have you thought 
about that? 

Mr. Mann. A great deal. 

Mr. Byrp. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. I am not a member of the 
subcommittee, but I appreciate the opportunity to ask questions. 

Mr. Byrp. We are very pleased to have you attend our meetings, 
Mrs. Kelly. 

Mrs. Ketiy. I was not here at the beginning of the meeting, but 
| wonder if the four points mentioned were the basic points which 
cause the anti-American attitude? 

Mr. Byrp. That was my understanding. Is that correct, Mr. 
Secretary? 

Mr. Mann. You are into the political field, but I will give you my 
personal opinion. It is not an official opimion because | am not in 
that Bureau. 
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Two things are happening in Latin America. One is a struggle 
between classes. This is an internal thing. Wealth in some cases 
tends to be concentrated in the hands of a comparatively few and 
certain social segments tending to defend the status quo. And then 
there are other segments demanding what they call social justice, 
which, translated into economic terms, means a more equitable 
distribution of the national income. 

Now, I would say that one reason we are unpopular is that we are 
identified in the public mind with the established order. With the 
status quo. To a certain extent that is inevitable. 

Mr. Fascetu. That is true all over the world. 

Mrs. Keutiy. That is just what I was going to say. If you sub- 
stituted the words ‘‘Latin America” for “Turkey,” you have the same 
problems; economic development, sounder monetary and fiscal policy, 
so the attitude should be the same. Now, I wondered if you had any 
background on this Polish-Argentine Trade Pact? 

Mr. Mann. Not a great deal. I understand that Argentina is 
trading wheat for coal. 

Mrs. Ketty. Is it true that the exports to the Iron Curtain coun- 
tries from Latin American countries so far this year are up 20 percent? 

Mr. Mann. I do not know the exact percentage, but they are up. 

Mrs. Ketuy. Fifteen to twenty percent? 

Mr.-Mann. I do not know the exact percentage. 

(In a letter dated August 11, 1958, from Hon. William B. Macomber, 
Jr., Assistant Secretary of State for Congressional Relations, to Hon. 
Robert C. Byrd, chairman of the Subcommittee on Inter-American 
Affairs, the following information was furnished :) 

The Department does not yet have sufficient data to calculate with accuracy 
the exact percentage of increase in trade between Latin America and the Soviet 
bloc so far this year. While the volume in the first quarter was at about the 
same level as in 1956 and 1957, new bloc trade deals in the last few months with 
Argentina, Brazil, and Uruguay indicate that Latin American-bloe trade may 
register a considerable overall increase this year. This trade grew nearly 5 
times from 1953 (when the U.S. S. R. became active in the area) to 1955, reach- 
ing a high of $340 million in the latter year. It declined 30 percent in 1956, 
however, and has remained at this lower level through March 1958. Argentina, 
Brazil, Cuba, and Uruguay have accounted for more than 90 percent of the total 
bloc trade with the area. In the case of Cuba, however, while it has sold large 
amounts of sugar to the bloc it buys little in return and its sugar has been paid 
for in convertible exchange. 

Mr. Byrp. Mr. Secretary, with regard to the 2 million tons of coal 
Argentina is purchasing from Poland, you say that Argentina is 
exchanging wheat for that coal. 

Is that wheat in any way connected with the United States program 
to Argentina? 

Mr. Mann. No, sir. 

Mr. Byrp. You are aware of the letter which Mr. John L. Lewis 
wrote? 

Mr. Mann. I was informed of that, Mr. Chairman, just a little 
while ago. I have not seen it. 

Mr. Byrp. Mr. Lewis apparently took the position United States 
aid might be involved. 

Mrs. Ketty. I was going to lead up to that, Mr. Chairman. I am 
glad you pursued it. 

Mr. Byrp. Are you willing to state then, Mr. Secretary, that 
United States aid is in no way involved in the transaction? 
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Mr. Mann. I think that is correct. Yes, sir. Without qualifica- 
tion. I cannot conceive of United States aid having influenced that 
transaction—is that what you mean by “involved,” whether it is the 
cause of it or influenced in any way? 

Mr. Byrp. I am not asking if it is the cause of it, but I am asking 
if any United States aid dollars are involved in any way in this 
transaction? 

Mr. Mann. No, sir. 

Mr. Byrp. May I ask one further question? 

Mrs. Kexiy. Go ahead, Mr. Chairman. I would appreciate having 
you pursue that point. 

Mr. Byrp. Suppose you ask the questions. Please do. 

Mrs. Keuuiy. I wondered if it was involved in our aid in any way. 
I know we do not have technical assistance to Argentina, is that 
correct? 

Mr. Mann. That is correct. 

Mrs. Ketiy. In any way is this Polish agreement tied up with a 
three-way trade operation involving the United States and United 
States assistance? 

Mr. Mann. Not to my knowledge. 

Mrs. Ketuy. Could we get an answer? 

Mr. Mann. I know of no formal agreement. 

(In a letter dated August 11, 1958, from Hon. William B. Macomber, 
Assistant Secretary of State for Congressional Relations, to Hon. 
Robert C. Byrd, chairman, Subcommittee on Inter-American Affairs, 
the tollowing information was furnisked: ) 

On July 24, Argentina signed a contract for the purchase of 2 million tons of 
coal from Poland to be delivered over the next 4 years. The coal purchases are to 
be carried out under the bilateral trade and payments agreement between the two 
countries, and the Argentine Government anticipates that its exports to Poland 
will offset the cost of the coal imports. We wish to confirm that the United 
States did not encourage the transaction nor was the United States in any way 
directly involved in it. 

Mrs. Ketiy. The United States-Poland-Argentina, or the United 
States, another Latin American country, Argentina, Poland. One 
way or the other. 

Mr. Mann. I just have not heard the question asked before. 

May I tell you what I do know about it? It may help explain 
what I do know. 

Argentina’s chief exports are meat, wool, and wheat. We do not 
buy meat from Argentina because their cattle have hoof-and-mouth 
disease. We do not buy wool because we have a quota. We do not 
buy wheat from Argentina because we have it running out of our ears 

These are sore subjects with the Argentine Republic. In conse- 
quence, they have to trade mainly with Europe. That has been 
true for 50 years, I suppose. This is a triangular trade in the sense 
that Argentina exports to Europe and Europe trades with us and we 
export to Argentina. I think the words “‘triangular trade’’ in relation 
to Argentine trade relates to the flow of trade in those three directions. 

The Argentine Government at this time is in almost desperate 
shape fore gn exchangewise. Almost none of their foreign exchange 
reserves is in dollars for the reason that they do not earn dollars 
because is a not sell to the United States. So that the problem 
is that Argentina does not have dollars. The only way you can buy 
coal from the United States is to have dollars to pay for that with. 
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The electric power in Buenos Aires, I have been told, has been so 
low that you cannot read a newspaper after dark with the lights 
turned on. 

Mr. O’Hara (presiding). I recognize the gentleman from Florida. 

Mr. Fascetyi. Thank you, Mr. Chairman. 

Have we any real encouragement with respect to the establishment 
of a local common market? 

Mr. Mann. There has been a group in ECLA, which is the regional 
economic organization of the United Nations, working on this for some 
months, and they have produced a number of studies. 

The only concrete steps taken are in Central America under the 
ODECA, (Organizacion de Los Estados Centroamericanos) banner 
and they have signed a customs union agreement which has not been 
ratified by any of the governments and which contemplates, if it is 
put into effect, a gradual elimination of all internal tariffs over a 
10- or 15-year period, and presumably a common external tariff. 

Mr. Fasceti. What economic impact, if any, are the Russians 
making into Latin America? 

Mr. Mann. I think trade with Russia has become a problem 
recently. 

Mr. Fascetu. In specific countries? 

Mr. Mann. In specific countries where the prices of their primary 
commodities have fallen and they are unable to sell. 

Mr. Fasce.u. For example, Brazil? 

Mr. Mann. For example, Brazil, Argentina, Cuba, and Uruguay. 
I believe those are the four heading the list. 

Mr. Fascetu. In other words, there is a possibility, for example, 
that Russia may react to Chile on copper as it did with Iceland on 
fish? 

Mr. Mann. That is correct. 

Mr. Fasce.y. Just buy it up and throw it away? 

Mr. Mann. That is possible. They will see a situation developing 
where Chile cannot dispose of copper and they will offer to buy it, 
barter it, or give them credit. 

Mr. Fascenz. Actually, this possibility or the actual fact, if it 
occurs, has some effect on what our thinking is? 

Mr. Mann. Oh, yes. 

Mr. Fasceti. And will influence our action. 

Let us assume for a moment in a hypothetical instance—and I am 
assuming at this point it is purely hypothetic al, I hope—that the 
Russians have seized upon the difficulty in Chile and are negotiating 

right now to buy up all the copper they can get. 

What can we do or what would we do or what would we try to do, 
if possible? 

Mr. Mann. In the case of copper, I just came back from a COCOM 
meeting and this will be classified information until August 15, but 
copper has been taken off the embargo list so we would have no 
Battle Act problems if Chile were to se I copper to the Soviet Union. 

Mr. Fascett. What does that mean? 

Mr. Mann. The Battle Act says in effect that no country is eligible 
for United States aid if they trade in strategic goods with the Sino- 
Soviet bloc. 

Mr. Fasce.y. So we will meet that by taking copper off the list. 
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Mr. Mann. That is the result. Copper came off the list for another 
reason. It came off the list because an exception was made a couple 
of years ago in favor of copper wire and Russian imports of copper wire 
have been so great that it does not make any economic sense to keep 
the copper metal on the list any more. 

Mr. Fascetyi. What this amounts to is, we in effect concur in what 
the Russians are about to do, which says we give our blessing to what 
Chile is doing which is more important. That is a positive way of 
looking at it. 

Mr. Mann. Yes. 

Mr. Fasce.u. In other words, we allow them to do it to help their 
economy and at the same time remove any obstacle which would pre- 
vent our freely dealing with them. 

Mr. Mann. That is right. I think the problem is not one of 
whether there is any trade in nonstrategic commodities with the 
Sino-Soviet bloc. It becomes a problem when that trade reaches a 
magnitude which makes their economy dependent on the Sino-Soviet 
bloc. That in turn would carry a certain political influence which 
would facilitate penetration. 

Mr. Fasce.u. Would that not be true, though, in any one-product 
country, regardless of what our relationship might be with that 
country? 

Mr. Mann. Precisely. If Russia became, let’s say, the sole or prin- 
cipal buyer of a country’s sole export, then that would be an undesir- 
able situation. As of today we have not yet been faced with that 
problem. 

Mr. Fascetu. We have not been faced with it in Latin America 
only because Latin America is probably No. 3 on the priority list of 
the Russians as to when they get there. 

Mr. Mann. They have not made tbe effort, let’s say, in Latin 
America, that they have made elsewhere. 

Mr. Fasce.tu. And this puts the pressure on us, as I see it, not 
only to meet the current area in the world where direct Russian pres- 
sure is being placed—emphasis is being placed—but also to those other 
areas that are next on the list. If we could get there first, it would 
be an effective bar to whatever the Russian strategy might be. 

Mr. Mann. That is right. 

There is another aspect of that which isn’t talked of very much of 
the same problem and that relates to products which the Russians 
produce in quantity. They are becoming increasingly able, by dump- 
ing products, to destroy the world price of a commodity and create 
problems for exporting countries whose economies are dependent on 
the commodity. 

Mr. Fasceti. That is an interesting plan and I agree with you. 
I had not ever heard that discussion, but for example, they could 
buy up all the coffee and corner the world market for a year or two 
and then dump it and that would really create havoc. 

Mr. Mann. The way they do it is to say, ‘“‘Whatever the price is, 
we will sell you this 2 cents or 3 cents under your lowest bid, and in 
whatever quantities you want.”” We have been thinking of ways to 
cope with this problem which is another phase, a selling part, of the 
same problem. You are talking about the buying part. ‘There is the 
selling part, too. 
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Mr. Fascretu. Maybe the Russians are not limiting their economic 
offensive strictly from a development standpoint. As a matter of 
fact, they—and I do not know, I am just assuming now, and gen- 
eralizing—it would appear that they would put less emphasis on 
regional plans or bilateral arrangements for economic development— 
these would be showcase pieces to make a big splash and show that 
they are in the fight, but the emphasis would not be on that; it would 
be purely a diversionary tactic. What they would be doing would 
be these other things like dumping and buying and creating havoc, 
bankruptey, and so forth. 

Mr. Mann. Precisely. 

Mr. Chairman, I would like to make one clarification on the basis 
of information I got while you were away. 

You asked whether aid was connected in any way with this transac- 
tion, the barter transaction, Polish coal for Argentine wheat. My 
information is that no money passed hands. That the Poles ship 
coal and the Argentines ship wheat in a classical barter transaction. 

There has been no aid in the strict sense of the term given to either 
country. There was an Export-Import Bank Joan to Poland repay- 
able in dollars with interest. There have been two of those lines of 
credit opened and my information is that the Poles have actually 
borrowed $4 million which they used for coal-mining equipment. So 
that m an indirect sense one might say that the loan extended by 
the Export-Import Bank made it possible for Poland to increase its 
production of coal. Now, whether this has actually been done, 
whether the coal that went to Argentina came from the mines that 
were using equipment bought with the loan, I do not know, but I 
believe that is the only possible connection. 

Mr. Byrp. Then it is true though that our aid to Poland included 
a line of credit to be used in part for the purchase of mining machinery? 

Mr. Mann. Yes. The line of credit provided for the purchase of 
$4 million worth of mining machinery. 

Mr. Byrp. On the assumption that that machinery would improve 
the ability of Poland to produce coal? 

Mr. Mann. Yes. 

Mr. Byrp. It does make possible the use of that coal in exchange 
for agricultural commodities in the case of Argentina, which ound 
be wheat? 

Mr. Many. I would say that Poland has always produced coal, 
but by increasing production it would make it easier for Poland to 
trade coal. - How much easier I do not know. 

Mr. Byrp. Then it could be said that, through the instrumentality 
of American-aid dollars, at least indirectly, coal purchases from 
Poland have been stimulated. Coal purchases from Poland by other 
countries have been stimulated through the instrumentality of 
American-aid dollars, have they not? 

Mr. Mann. Well, I think we would have to define what aid dollars 
are, Mr. Chairman. Usually we refer to aid dollars as ICA grants of 
one kind or another. We are talking here about a loan from the 
Export-Import Bank which gets its funds under programs other than 
the aid program and which lends its money for interest and gets 
repaid and which makes a profit. 

Mr. Byrp. But this was ICA money that was transferred for this 
purpose, was it not? 
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Mr. Mann. The Export-Import Bank administers the loan. The 
funds were, however, supplied by the ICA. 

Mr. Byrrp. Commodity price agreements have been tried before in 
other areas. For example, with regard to tin, wheat, and so forth. 

Mr. Mann. Yes. 

Mr. Byrp. How successful have these been? 

Mr. Mann. Well, the most successful one is sugar. I think that 
has been quite successful. The wheat agreement has been moder- 
ately successful. Successful enough that it is still being continued. 

The tin agreement we are not a party to and my information is 
based on hearsay, but I understand that they have aan moderately 
successful in stabilizing the price of tin by a stockpile technique. This 
word “commodity agreement” is a generic term and there are all 
kinds of agreements and all kinds of techniques and they are all quite 
different from the other. 

I would say that in general we should not overdo this technique of 
commodity agreement. There are only a very few selected commodi- 
ties that we think might be appropriate. 

Mr. Byrp. Do you believe that such a commodity agreement in 
regard to coffee would be successful? 

Mr. Mann. We hope that over a long period of time—we do not 
expect any sudden, dramatic results, but we hope that over a long 
period of time the coffee study group can help producing countries 
and consuming countries to solve their problems. 

Mr. Byrp. Does such a commodity agreement fit in with our 
general trade policy? 

Mr. Mann. Yes, sir. 

Mr. Byrp. Mr. O’Hara, have you any further questions? 

Mr. O’Hara. I would like to explore a little {urther into the matter 
of Russian trade with Latin America. 

Suppose the Russians should consume a great deal of coffee and 
they were getting the supply from Latin America; that would be a 
beneficial arrangement; would it not? 

Mr. Mann. In the economic sense that is true. 

Mr. O’Hara. Now, where do we enter the field of peril? 

Mr. Mann. I think the danger point would come when Russia be- 
came the principal customer, the principal buyer of a country so that 
the economy of that country depended on whether Russia continued 
to buy. That would give a great deal of political leverage to the 
Russian state if the exporting countries were dependent upon that 
trade economically. 

Mr. O’Hara. Up to that point is there a danger? 

Mr. Mann. The danger diminishes to a degree, almost to the van- 
ishing point if you have a country that makes an isolated sale of some 
nonstrategic commodity through commercial channels when, for ex- 
ample, you do not have 40 or 50 Russian commercial agents in a coun- 
try supervising the trade, and there are no diplomatic relations and 
no contacts. 1 would say the danger there is minimal, and there are 
cases like that. . 

Whereas in other cases, if you have a strong local Communist Party, 
and a big Russian Embassy, the Communists can use these economic 
activities as a means of penetration. Then I think you have an en- 
tirely different type of problem. 

Mr. O’Hara. That is all, Mr. Chairman. 
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Mr. Byrp. Mr. Secretary, is there presently an Inter-American 
Coffee Board? 

Mr. Mann. There is. 

Mr. Byrp. What are its functions? 

Mr. Mann. The Inter-American Coffee Board, first of all, is limited 
to, as the name suggests, to the American Republics. It conducts 
studies in trends of production and consumption. I have never been 
too intimately associated with it. It may be connected in some in- 
direct way with the advertising of coffee which is carried on by 
coffee-producing states—financed by them. 

Mr. Byrp. Has it any regulatory functions? 

Mr. Mann. Well, I think it was from 1941 to 1945 we had an 
import control on coffee. It may have been the administrative device 
for that particular act. It has not been too active in the last several 
years. 

Mr. Byrp. You would not say that it would be an instrument for 
proper allocation of trade in coffee, dealing in price fixing and so on 
in the coffee area? 

Mr. Mann. Well, we are not dealing in price fixing really. We 
are limited to studies of trends in supply and demand and in analysis 
of the problems that cause these imbalances between supply and 
demand. That is all we are doing. 

There is another coffee export group that we are not party to, 
formed in Mexico City some time ago, and they do have export 
quotas, but we are not party to that agreement. 

The Inter-American Coffee Group was not considered by the Latin 
Americans as an appropriate instrumentality for this study group for 
the reason that their desire was to bring in the African producers. 
They feel very strongly that if they cut back their production they 
are in effect holding an economic umbrella over Africa, and Africa 
can expand at the expense of Latin America. 

Their desire is to reach an agreement with African producers and 
with consumers worldwide. 

Mr. Fasce.u. Therefore, voluntary production controls are going 
to be very, very difficult, if not impossible, to achieve. 

Mr. Mann. Well, in Latin America they have achieved them with 
great stresses and strains for about a year now, and with some success. 

Mr. Fascexu. Well, you know the thing that intrigues me at this 
point is this: If we have this tremendous oversupply of coffee and 
we have had it for some time, as a matter of curiosity what has hap- 
pened to it and the price of coffee if we have no controls of any 
kind? 

Mr. Mann. As you pointed out, up to now certain producer coun- 
tries have been concentrating on export controls. In my opinion it 
will in the future be increasingly necessary to study the causes of 
these circumstances, that is to say, producer incentives. 

The price of coffee is made up of two elements. One is what the 
producer gets. In the case of Brazil it might be, for example, roughly 
27 cents. The price of coffee leaving Brazil may be 47 cents, and the 
difference between the 27 cents and the 47 cents—I am not sure of 
those figures exactly—represents the Government’s take in the form 
of exchange controls, in the form of export taxes and so forth. 

Now, we have not discussed price and I hope we do not. It might 
be something we would find it very difficult to agree upon. What 
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we are trying to do is to study the causes of its overproduction of 
coffee and especially about the producer’s incentive which is one 
element in the price. 

Mr. Fasce.u. In other words, is it logical to assume that what 
has-happened is that all excess production of coffee has been destroyed 
and a high price maintained by export controls within the producing 
country? 

Mr. Mann. I think that is correct. I hesitate to say how much 
has been destroyed. Quantities of coffee over the past 15 years have 
been destroyed. They were burning coffee in the Second World War 
and before that, I believe. It is a problem of very long standing. 

It is our hope to help eliminate the root cause of some of these 
problems. 

Mr. Fasceiu. Mr. Secretary, in the economic affairs of the world 
as related to what the U nited States needs to do, what areas are No. 1 
on the list? This obviously involves not only an economic decision, 
but a political decision. 

Mr. Mann. I could not answer that question. I would say that a 
very high priority is given to all the underdeveloped or uncommitted 
parts of the world. 

Mr. Fasce.u. We have a lot of those in different areas of the world. 

Mr. Mann. Starting in Africa and working around South Asia and 
up the east coast of Asia, and the islands into Latin America. That 
is in broad terms what it is. The Near East would be included in that. 

But how you would fix a priority—it would take a wiser man than 
[ am to tell you that. I do not know. I wish I did know. 

Mr. Fascety. The reason I ask that is because of an old political 
axiom that has seemed to work many times with men who have run 
for public office. You have three groups of people. You have those 
who are committed to you, those who are committed to your opponent 
and those in the middle. 

If you go to your opponent’s precinct and make the show of a fight, 
that is just about what you are doing because your chance of conver- 
sion is low. But if you consolidate your own precincts and those 
immediately surrounding you and go from there into the uncom- 
mitted areas, you have a greater chance of conversion and therefore 
greater probability of winning. Therefore, the highest priority 
politically speaking is to start close to home, while you are making 
a show at holding your opponent at bay in his own area. So you 
stick out your right arm to keep him pushed off while you are working 
like a beaver in the place where you can really produce results. I do 
not know whether this can be translated to a world basis, but it sure 
seems to me it would be worth trying. 

Mr. Mann. I am a great believer in the importance of Latin Amer- 
ica. It is the area that I have specialized in. 

Mr. Fascenu. I think that indirectly gives me the answer I need to 
know. 

Mr. O’Hara. Can we give a preferred treatment to South American 
coffee over African coffee? 

Mr. Mann. We have always thought that that is to be avoided. 

Mr. O’Hara. Why? 

Mr. Mann. Well, Africa would certainly consider this as dis- 
crimination. It would be contrary to the general rules of trade that 
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have pretty general acceptance worldwide. It is a principle we have 
fought for in GATT 

Mr. O’Hara. We may have to come to it. 

Mr. Mann. That is not impossible, but I hope not probable. 

Mr. O’Hara. The political strategy referred to by Mr. Fascell 
might be put into the field of trade here in South America. 

I understand they are developing now quite a superior grade of 
coffee. 

It might be in order to protect our own hemisphere we might have 
to accord preferential treatment with regard to coffee. 

We had 14 or 16 journalists from Latin America here the other day. 
The Chairman was away and Mr. Fascell was not here and I was alone 
with them. We discussed at some length this possibility. 

Mr. Byrp. If there are no further questions, Mr. Scretary, we 
know the testimony you have given us will be very helpful. 

In my own personal opinion I think that your statement has been 
one of the best statements that has been made to this subcommittee. 
I must say in all frankness, with regard to most of the witnesses, once 
they get off their prepared statements, they seem to be pretty much at 
sea when it comes to answering questions about the very fields in which 
they are supposed to speci: alize. 

I am.pleased to note that you did not come before the subcommittee 
today with any prepared statement, that you seemed to be very con- 
versant with the subject in which you are supposed to specialize and 
I want to compliment you. 

Mr. Mann. Thank you, sir. I wish I was as confident of my 
knowledge myself. 

Mr. O'Hara. Mr. Chairman, I want to join with our chairman’s 
commendation of this witness, not only with regard to the clarity of 
his testimony, but the brevity also. You have given us a very fine 
picture without wasting any words. You have done a fine job. 

Mr. Mann. Thank you, sir. 

Mr. Fascetyi. Mr. Chairman I might like to add my comment here 
by saying that I have known for some time that the Secretary has been 
a very, very able man and I am delighted that he is in this position. 

Mr. Mann. Thank you. 

Mr. Byrp. I have been very much impressed. I must say that I 
am extremely disappointed many times in witnesses that come before 
the committee—not only before our subcommittee, but before the full 
committee. I think we have gotten evasive answers to our questions 
and I think it has been very evident that so many of our witnesses 
know very little about the jobs they are supposed to perform. 

Mr. Secretary, we are all very happy and pleased with your presence 
today and we thank you very much. 

Mr. Mann. Thank you, sir. At any time my bureau can be of any 
assistance, we are at your service. That is what we are supposed to 
be there for. 

I am most appreciative of the treatment I have received here. 

(Whereupon at 12:30 p. m., the subcommittee adjourned, to re- 
convene at the call of the chairman.) 
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APPENDIX 





(RANSLATION OF ARTICLES From TriBuNA Popunar, Caracas, VENEZUELA, 
Datep May 17, 1958 


(The Tribuna Popular, whose director is Gustavo Machado, is an official publiea- 
tion of the Communist Party of Venezuela) 


(PCV communique) 


WITH REGARD TO THE NIXON VISIT WE PROTEST AGAINST THE THREAT OF ARMED 
YANQUI INTERVENTION 


With respect to the visit of Mr. Richard Nixon, the Political Bureau of the 
PCV makes the following declaration. 

1. As we have foreseen, Mr. Nixon’s trip to Venezuela has created a decided 
provocation against the patriotic sentiment of the Venezuelan people. In 
addition, this is shown by the grave events which occurred today in Maiquetia 
and in the city of Caracas where at the same time that the student masses and 
the people in general were expressing their just objection, uncontrollable events 
took place. 

2. The Communist Party has taken a stand categorically condemning the fib 
sent from Washington both with regard to a possible attempt against the life of 
Mr. Nixon, as well as the use of violence against him personally and his party. 

3. We consider the statements made in Caracas to the press by Mr. Nixon, 
accusing the Venezuelan Communist Party, as an open interference in our internal 
affairs with the intent of crushing national unity and introducing obstacles in the 
reestablishment of constitutional normality through the forthcoming elections. 
In like manner “‘the statements’ are intended to stimulate the Perez Jimenistas 
who seek return to power and conspire against the legality of the Communist 
Party and against Venezuelan democracy. 

4. We consider that the statements made in Washington by Secretary of State, 
Mr. Foster Dulles, and the news regarding the shipment of Yanqui marines to 
our coasts were of extraordinary seriousness and created an intolerable threat of 
armed intervention in Venezuela. 

5. The arrival of Mr. Nixon, considered inopportune by national public opinion 
in its entirety, has become a serious obstacle for the stability of the democratic 
movement in Venezuela. In this regard we reiterate our support of the Govern- 
ment Junta in its efforts to overcome the present difficulties and to guide the 
country to elections from which will emerge the constitutional government that 
will govern Venezuela. 

6. The secretary of the political bureau of the Communist Party will request 
an interview with the Government Junta tomorrow in order to express his opinion 
regarding the recent events arising out of Mr. Nixon’s visit. 

PouiticAL BuREAU OF THE CENTRAL COMMITTEE 
OF THE VENEZUELAN CoMMUNIsT Parry. 
Caracas: May 13, 1958. 





Tue Country, THREATENED, Must MAINTAIN NATIONAL UNITY 
DECLARATIONS OF THE POLITBURO OF THE COMMUNIST PARTY OF VENEZUELA 


In the face of grave danger that today confronts our democracy and of the 
threat to our national sovereignty, the Communist Party of Venezuela has pre- 
pared the following statements: 

Relative to Mr. Nixon’s visit to our country a coup was planned to upset the 
Government Junta, to disrupt national unity, to strike a blow against political 
organizations and against the Patriotic Junta, and to obstruct the return to a 
constitutional government during the current year. 
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The national feeling of repudiation of North American policy, which is symbol- 
ized by Mr. Nixon was evident to the North American espionage services as well 
as for the United States Department of State. By means of the press and radio 
and through the intellectuals, political parties, student organizations, etc., all 
Venezuela made obvious for several consecutive days her displeasure at Mr. 
Nixon’s visit. Public opinion was unanimous concerning the inopportuness of 
his visit. Public opinion was unanimous also in the need of apprising him, in 
the event that he did make the proposed visit, of all the offenses against our 
sovereignty, our economy, and our liberties that the Government of the United 
States had perpetrated. The wisest policy, as both the Democratic and Repub- 
lican Senators and Representatives must realize today, would have been to 
cancel the visit, instead of forcing it, at great risk, which was done. 

The undesired trip was realized (after the refusal of the protection offered by 
the Venezuelan authorities) because it was necessary to the plan drawn up in 
collaboration with the followers of Perez Jimenez, who hoped to convert Mr. 
Nixon’s visit into a bloody demonstration that would bring about the downfall 
of the Government Junta. We can, in this light, point to some specific facts: 

1. For several weeks meetings were held in Washington to which, among others, 
conspirators Gen. Hugo Fuente and Col. Abel Romero Villate and Roberto 
Casanova went. Many meetings, moreover, took place between Pedro Estrada 
and the chiefs of the FBI, who prepared the plot “uncovered’’ by Mr. Barry in 
order to justify the intervention of the marines in Venezuela. 

2. Since the days following the deposition of Perez Jimenez many meetings of 
conspirators, directed by Ruben Corredor, Jose de Jesus Cortes, Roberto Betan- 
court, J. S. Cova, Angarita Arvelo, and other well-known Perez Jimenistas, were 
held. On the nights of Tuesday the 13th and Wednesday the 14th, these, as well 
as other persons who knew of the plot, concentrated in different places through- 
out Caracas to await the outburst of the reactionary military coup. 

3. It isnow public knowledge that there exists a clandestine terrorist organiza- 
tion under the leadership of Diogenes Caballero and composed of former officers 
of the National Security Force (SN) that maintains permanent contact with the 
conspirators both within and without Venezuela. Caballero recently brought 
from the city of Cucuta instructions for the provocative acts that were to be 
earried out on Mr. Nixon’s arrival. 

4. It is not accidental that the violent personal attacks took place against 
Mr. Nixon and his party precisely in front of the section of the city where Cabal- 
lero operates. It is clear to us today that the plan uncovered by Mr. Barry 
included even the personal assault. These are old methods of the reactionary 
used so that they can later blame the Communists and adherents of other ideol- 
ogies in order to undermine democratic liberties. 

From the above one can judge that the acts of violence were not spontaneous, 
just as the placing of a truck in the center of Avenida Sucre in order to block 
traffic was not accidental. No more so than was the collection of sticks and 
stones in that spot. 

From these facts one can deduce, moreover, that it is impossible to identify 
these deplorable happenings with the huge and patriotic demonstration of the 
students and people of Caracas at the National Cemetery (Panteon Nacional) ; 
that it is impossible to stain the name of that demonstration with adjectives that 
do not correspond to its meaning. It was a legitimate expression of the national 
feeling of repudiation of the voracious North American foreign policy. We do 
not hesitate in affiliating ourselves with that great march of the students and 
people, just as, at the same time, we condemn the inciters whom it is necessary 
to unmask and reprimand. : 

A fundamental part of this plan was North American military intervention. 
Hardly 4 hours after Nixon’s arrival in Caracas the mobilization of planes and 
ships complete with marines to form a punitive expedition into Venezuelan 
territory was ordered. Such an operation conformed with two basic reasons: 
(1) To precipitate a coup d’etat, this being based on the supposition that the 
Venezuelan Government was incapable of maintaining order; and (2) to debark 
foreign troops in the event that the coup encountered popular resistance, as it 
would encounter if it were attempted, with the purpose of crushing the heroic 
force of Venezuelans who were defending their regained democratic liberties and 
their national sovereignty. 

This threat of intervention was categorically repudiated by all political parties 
and by the greater part of public opinion. The Communist Party of Venezuela 
takes pleasure in saluting that patriotic position and states that, in the face of 
the imperiled sovereignty and democracy, the necessity of maintaining the 
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broadest national unity without discrimination between the forces that partici- 
pated in bringing about the downfall of the Perez Jimenez regime has been demon- 
strated anew. 

It is necessary, on the other hand, to realize that today this broad national 
unity is threatened. As has been proved so often, a division in unity would open 
the door to the reactionary conspirators, who alone, are awaiting such an oppor- 
tunity. Simultaneously, conspiratorial groups are beginning to take positions 
in the Government, replacing persons of known democratic persuasion. 

The Communist Party of Venezuela sends out a fraternal call to all the people, 
to all political parties, to all progressive intellectuals, and to all social classes; 
consider the gravity of the present situation in which the country finds itself and 
let us prepare to defend the national unity and to overcome the difficulties that 
have arisen. It must be understood that in order to guarantee elections this 
year from which a government elected by universal, secret, and direct suffrage 
will result, national unity must be preserved. The Communist Party of Vene- 
zuela reaffirms that it is ready to exert any effort and sacrifice necessary to prevent 
a division in the front of national unity symbolized by the Patriotic Junta, now 
that it is the only guaranty to block the path of those who would nullify our 
democratic liberties and tread on our national sovereignty. 

Regardless of the differences in the programs and policies, national unity against 
despotism was forged. And today, for those who contributed to the deposition 
of the dictatorship, there is a common area of action and a combination of objec- 
tives, among which stands out the endorsement of the present Government 
Junta which has offered to decree the electorial statute on May 23. That 
massive support is imperative in this hour of national crisis. 
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In A ‘“‘NeEst or EaGuEs’’ THE FRIGHTENED NixoN RECEIVED THE 
NEWSPAPERMEN 


Surrounded by ‘‘trained! newsmen,” he repeated in the Embassy the same 
things he said throughout his trip. 
He sneaked out from under the only question asked by the representative of 
Tribuna Popular. 
A FRIGHTENED MANDATARY 


The Venezuelan people showed in every possible way their repudiation of the 
policies of imperialism on arrival of the Vice President of the Little Rock nation. 
In the face of the unanimous repudiation shown by public opinion, using as a 
pretext the exaltations of some uncontrolled elements who in any demonstration 
are inevitably strained, Nixon preferred not to face the public and took refuge 
in the residence of his Ambassador, protected by a formidable escort and with 
the cannons of the American fleet aimed at the coast of our country. There he 
received the newspapermen, at a press conference carefully organized so as to 
prevent the representatives of the Venezuelan press asking him embarrassing 
questions. 

SOME STRANGE ‘‘NEWSMEN”’ 


Between Nixon and our reporters there stood a copious forest of Yankee 
newsmen and others who were not exactly newsmen but who were work colleagues 
of FBI member Pedro Estrada. Every 5 minutes, one of them would cry out 
impatiently: Thank you, sir; trying to put an end to the “interview.” 


LIKE MCCARTHY 


Nixon began with the usual anti-Communist diatribe, a thing which surprised 
no one since it came from a confessed and convicted McCarthyist like “Tricky 
Dick.”” He began by saying that if all who booed him were students they must 
be very ‘‘stupid,’’ since surely they must have spent many years in the uni- 
versity. He could easily have been replied that in Venezuela it was feasible that 
a student remained in the university longer than the time required for his studies, 
since the regime that they (the United States) imposed and supported kept them 
in jail for a long time; this, apart from the fact that it closed universities and 
schools in order to open jails and concentration camps. 


i Amaestrados—trained (as animals). 
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THE SAME SLOGANS 


“T saw here,” he said, ‘‘the same slogans as in all the other parts of my trip.’’ 
A more ingenious confession could not have been hoped for, that the motives 
that move the peoples of Latin America to hate the imperialists are the same in 
all parts of the continent. 

“T know that our Venezuelan friends want to establish here the same demo- 
cratic systems that govern the United States,’ he said. He did not clarify for 
us who those ‘‘friends’’ were, but it is to be supposed that he was not referring 
to the Venezuelan democrats, for it is doubtful that any of them want to establish 
here the legalization of lynching such as in the south of the United States, nor 
the burning of books, nor war hysteria, nor the McCarthyist inquisition. We 
democratic Venezuelans want—but this was not said by Mr. Nixon—a regime 
such as the one sought by the more conscious and—such as we—anti-imperialist 
sectors of the United States, who unfortunately are still in a minority in that 
country, which is the country of Lincoln and Jefferson, of Tom Paine, and of the 
Rosenberg couple, but which is also the headquarters of the most voracious, the 
most implacable, the most hateful of imperialisms, with all that the word implies: 
exploitation of the small countries, racism, fascism. 


A THREAT 


He also said, in a threatening tone, that if “passions’’ were let loose as on that 
day, there would arrive in the country a dictatorship much worse than that of 
Perez Jimenez, and although he tried to turn attention away with an anti-Com- 
munist provocation, everyone understood very well the implied threat, even more 
so than similar threats which had the known results in Guatemala * * * and in 
Venezuela itself. 

He gave as an excuse for his drawing back into his shell at the Ambassador’s 
residence, the need to protect ‘“‘Those who were charged with his protection.’’ 
And as a boss who gives orders and wants to be obeyed, he said that they should 
come to the Embassy to see him. 


PROVOCATIONS OF THE YANKEE ‘‘'NEWSPAPERMEN”’ 


Some of the American newspapermen—but, were they all newspapermen?— 
who were there asked questions of a clearly provocative nature: some claimed 
that sufficient protection had not been given to Nixon, thereby indirectly slander- 
in the Venezuelan Government. 


NIXON FREES HIMSELF OF RESPONSIBILITY 


Nixon ably ducked the few questions that the Venezuelan newsmen managed 
to put to him. On the revision of the Yankee-Venezuelan Commercial Treaty, 
he stated that it was “the best that could have been negotiated”’ on the part of 
Venezuela. As can be seen, as a representative of imperialism he has lost none 
of his voracity. 

As a suggestion to the Venezuelan students, he praised the MecCarthyist 
practices of a group he termed as the “non-Communist students of the University 
of Lima.”’ But our students did not allow themselves to be divided by their 
enemies, Mr. Nixon. 

But where Mr. Nixon showed acrobatic excellence was when the representative 
of Tribuna Popular asked him whether in saying that he had a very low opinion 
of Perez Jimenez and Pedro Estrada he was not contradicting the declaration of 
Foster Dulles on March 23, 1955, when he said the the government of Perez 
Jimenez “was practicing the kind of politics considered beneficial to the United 
States,’’ and those of Eisenhower when he praised the ‘“‘healthy political economy”’ 
of the dictator. Performing a magnificent pirouette, Nixon answered by making 
an explanation—which no one asked him for— of the Legion of Merit. 

In view of the scabrous course which the questions were taking, the North 
American newsmen and ‘‘nonnewsmen” began again to get excited and cry 
“Thanks, sir,’’ until bringing to an end the curious “‘interview’’ which was more 
of a monolog made in the pure style of the gone but not forgotten Senator 
McCarthy. 
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Press Denounces FBI Maneuver To Compromise GOVERNMENT 


Conscious of the feeling of the Venezuelan people caused by the erroneous 
policies of the United States Government, it! opposed a major deployment of 
police forces. 

North American newsmen reported from Caracas that the police had an “‘atti- 
tude of complicity.” 

The daily press is unmasking the intervention by special agents of the FBI 
(secret police of the United States) in blocking the carrying out of plans for a 
major deployment of military and police forces which local authorities deemed 
indispensable to guarantee the fulfillment of the program which Mr, Nixon had 
planned in Caracas. 

Despite recommendations which were made, the special FBI squad which 
arrived in Caracas 10 days before Nixon’s arrival rejected them in a strange 
manner which today brings to light a whole maneuver and provocation to initiate 
major disturbances which would allow the Department of State to “justify” its 
intervention in our internal affairs. 

Also pointed out have been the ties that Pedro Estrada has with the FBI, his 
“professional” relations with Jack Barry and a policeman named Aguirre, all 
agents of the FBI in the Caribbean. 

To this there are added—as part of an able and monstrous maneuver—the 
press releases of the majority of the “trained”? North American newsmen who 
from Caracas reported that noticeable were the lack of precautions taken and the 
complacent attitude of the police toward the demonstrators, for the purpose of 
giving Foster Dulles reason to inquire of the Venezuelan Government whether it 
was in a position to give Nixon necessary protection or whether there had been 
“negligence or lack of will,” and later, reeommend the mobilization of troops to 
‘collaborate’ with the Venezuelan Government. 

The paragraph which we copy below is further proof that the North American 
newsmen who traveled with Nixon, and some correspondents, acted in this 
maneuver in accordance with the FBI. The tendentious reports against the 
Venezuelan Army were sent to the United States at a time when only some 
anti-Nixon protests were developing, and no newsman, no matter how agile, 
manifold, or observant he might be, could grasp the situation: 

‘Reports from Caracas say that the Venezuelan troops did not attempt to interfere 
[italic ours *] with the mutineering anti-North Americans who stoned and spat on 
the Vice President, destroying the glass of his cars, and criticized the North 
American flag’’ (La Esfera, May 13. France Press cable). 

It was with these ‘‘reports’’ on hand, presented by his trained ? newsmen, that 
Foster Dulles said: “If there exists any lack of desire or ability to give it (security 
to Nixon), I would like to know it soon.” 


VENEZUELAN YOUTH AND NIxon’s VIsiIT 


The Association of Venezuelan Youth (AJV), the vanguard of the youth of 
Venezuela, considers it a primary duty, as the interpreter of the faith and national- 
istic postulates of the new Venezuelan generations which compose the ranks of 
the AJV, to formulate the following considerations and questions with respect 
to the arrival in Venezuela of Richard Nixon, Vice President of the United States. 

First. The downfall of the democratic, constitutional government of Romulo 
Gallegos, was not the exclusive work of a group of ambitious military leaders and 
reactionary civilians. The coup d’etat of November 24, 1948, which signaled 
the beginning of the most cruel of all Venezuelan dictatorships was also the work 
of interventionists of the United States Department of State and the United 
States military missions. This statement, which is recognized by all and the 
truth of which no one doubts, leads us to the further conclusion that the United 
States Government intervenes not only in Latin American politics but also has 
had a hand in the downfall of the free and democratic regimes in Latin America. 
This same conclusion prompts us to warn our newly born democracy of the 
dangers inherent in the ‘‘American solidarity” tour of the official who is in our 
country today. This tour has its dangers and its own special importance. We 
have only recently succeeded in unseating a despotic government which was 
supported by United States financial interests and pointed out by Mr. Dulles as 
an “example”? to the other Latin American nations. Therefore, if there was 

1 The FBI. 

2? Amaestrados—Trained (as animals). 

? Tribuna Popular. 
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imperialistic intervention in 1948 in the downfall of a democratic, constitutional 
government, if United States military missions collaborated in leading us along 
the road of violence, torture, and persecution, then, what should we in a free 
Venezuela which has lived through these experiences do now, when, since January, 
we have once again begun to achieve a democratic national climate and find in 
our midst as an official visitor a representative of that same system which has 
supported autocratic regimes for the ‘free world?”” We must affirm the following 
in the name of all the democratic youth of Venezuela: We accuse the United 
States imperialistic regime of intervention in the politics of our country, of the 
downfall of the democratic government of Romulo Gallegos, of having supported 
over a period of 10 years the most cruel, torture-ridden regime known in the 
history of Venezuela. Don’t you think, Mr. Nixon, that the proven intervention 
of the United States military mission in the coup d’etat of November 24 was 
based on a policy aimed at rescuing our natural resources, a policy initiated on 
October 18, 1945, and continued during the government of Romulo Gallegos? 

Second. In 1945, in this same capital city which the Vice President of the 
United States is visiting today, the Tenth Inter-American Conference was held, 
in which, through the imposition of the Secretary of State, a resolution calling 
for defense against ‘‘international communism” was approved, with no exceptions 
being made by the Latin American dictatorships. Defense against whom? 
Against the traditional enemy, the arms-bearing interventionist, ihe enemy who 
has carried out economic and propagandistic aggressions, the mutilator of terri- 
tories, the coercive force in domestic and international affairs of our nations, the 
enemy who has lapped up our natural wealth, the cultivator and sustainer of 
autocrats for the ‘‘free world,”’ the bearer of machineguns against colonial nations, 
the enemy who disembarks marines on our shores, that very country which is 
not Guatemala, nor Chile, nor Costa Rica, nor Uruguay, nor any of the countries 
south of the Rio Grande. That is the economic and political system of your 
country, Mr. Nixon, the country of “good will,’ and ‘“‘good neighbor,” the country 
which calls for ‘‘American solidarity,”’ the country which attends inter-American 
conferences waving the flag of ‘“‘sovereign equality.’’ Was the intervention in 
Guatemala, Mr. Nixon, a demonstration of ‘‘American solidarity,” in a country 
where “‘there was an unshakeable determination to forge its own destiny, without 
outside interference, under a democratic system of government, aware of the 
vital needs of its people, respectful of the standards of international law and 
stimulated by its firm purpose to maintain relations with friendly nations?’ 
Support over 10 years of the dictatorship which we have just defeated in Vene- 
zuela, the provision of arms to the little sergeant who is massacring the Cuban 
Nation, the legalization of genocide carried out by the tyrant in Santo Domingo 
against the poverty-stricken and starving masses of Haitian workers and peasants? 
Do you think, Mr. Nixon, that the way to carry out a good-neighbor policy in 
Latin America is by acceding to the wishes of the Paraguayan dictator? No, 
Mr. Nixon, these nations are tired of dictators. They are passing through a period 
of economic and political liberation which is no more than the legitimate expression 
of self-realization on the part of nations determined to achieve their own historical 
destiny. 

Third. These nations, Mr. Nixon, whose economies have been penetrated by 
foreign capital, have fallen into all possible forms of subjugation. The dictator- 
ship which Latin America has suffered and continues to withstand is not an ex- 
clusive product of caudillo-type manifestations nor can they be explained away 
as positivist determinism. Latin America, Mr. Nixon, is on the road to achieving 
its economic and political liberation. We have serious and great problems to 
solve: the inhuman exploitation of our working class by the foreign companies 
which operate in our territory; the misery and ignorance of our great indigenous 
masses, submitted to a quasi-slave, semifeudal vassalage, our stoic peasant 
population symbolized by that typically Latin American character found in 
Gallego’s tragedy, Juan El Veguero. Latin America, Mr. Nixon, is a nation of 
exploited and subjugated peoples, of pursued, starving men who, nevertheless, 
possess a firm determination to improve themselves and to increase their stature 

Fourth. But why do our nations find themselves in a semicolonial condition 
and faced with such grave social problems? Because of the financial intervention 
of United States imperialistic interests allied with the antinational financial 
interests. Because of the exploitation of our natural wealth, the tricks which 
their political and economic system has used in order to prevent the development 
of our own industry which might compete with United States dollars. We are 
fighting for our economic independence and we are accused as Communists; we 
are struggling for agrarian reform and we are denied tractors and technical farm 
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implements; we are struggling for a fair share of the profits from our mineral 
resources, but the very governments which try to achieve these objectives are 
removed from power. 

Fifth. These are the reasons, Mr. Nixon, why you have been received with 
demonstrations of repudiation by our nations. The problem is not to call these 
Communist demonstrations, but rather to recognize that they represent the 
profound expression of a nationalistic sentiment which has become more and more 
mature in the conscience of America. 

Sixth. The AJV, together with all Latin American peoples, swears before 
Bolivar, the Captain of American Liberty, that we shall not rest until we see 
Latin America liberated from the imperialistic yoke. 

“For an organized, free, and Venezuelan youth.” 


THe Nationa Directive CoMMITTEE, 
Raut Lugo Rosas. 

ALBINO Ruiz CoLon. 

Jesus VILLAVICENCIO. 

FRANcIsco PENALOZA. 





BALANCE SHEET AND PERspEcTIVES OF Nrxon’s Tour 
By Pedro Beroes 


The South American tour which Vice President Richard Nixon began with 
such adverse signs in Montevideo, and which he continued, with the same signs, 
in Buenos Aires, Lima, Quito, and Bogotdé, concluded in Caracas in a noisy 
demonstration in repudiation of the American policy of economic subjugation 
of our nations and support for the tropical dictatorships. Mr. Nixon, tardy 
disciple of the intemperate and now defunct Senator McCarthy, has tried to 
attribute the failure of his tour to the well-known shady machinations of inter- 
national communism. But one did not have to be a magician to guess what 
would happen during the indefatigable traveling Vice President’s political venture 
through the capitals of South America. 

Mr. Nixon has fallen into grave error when he tries to charge to the account 
of international communism the anti-American demonstrations of which he was 
the victim. In order to calibrate such an enormous error, it is necessary to point 
out the incorrect meaning which in the United States at the present time is given 
to the two key words which characterize and define United States domestic and 
foreign policy. Democracy and communism are the two opposite poles on which 
the official policy of the United States resolves. But, because of a curious bit 
of collective political colorblindness, the Americans have weakened, and even 
dangerously inverted, the true meaning of these two terms. This has occurred 
because democracy and communism, which are ideological measuring sticks, do 
not truly constitute in the United States a problem of ideology, but rather only 
a question of economic interests. Ina word: The official anticommunism of the 
United States is a question of markets. Americans do not fear the sovietization 
of the world for reasons based exclusively or fundamentally on ideology, but 
because such an event could result in a dizzying dislocation of world markets, 
capital investment, and the supply of raw materials. Proof of this is that when 
ir was expedient for the United States to form an alliance with the Soviet Union, 
the United States Government did not allow the official Communist ideology of 
that fabulous country to be a barrier to such an alliance. Nor has the United 
States Government raised any objections when it was a question of supplying 
economic and technical aid to the government of Marshal Tito, a dissident 
Communist or heretic or whatever you will but at any rate a Communist. 

The United States has gone so far in its anti-Communist crusade that they 
consider ‘‘democrats,’’ that is, friends, those who in their country and abroad 
favor the programs of economic, strategic, and commercial expansion and dominion 
of the powerful financial group which controls White House policy, and ‘“‘Com- 
munists’’ those who oppose these programs. Thus, the United States considers 
as upholders of liberty in the world pompously named “‘free,’’ Chapita, Perez 
Jimenez, Batista, Odria, Castillo Armas, Rojas Pinilla, the elder and younger 
Somozas, Stroessner, ete. By the same pharisaic inversion of the true meaning 
of words, Lazaro Cardenas, Colonel Albernz, and Dr. Juan Jose Arevalo, and in 
general all those who regard the policy of the Department of State with justified 
misgivings, become ‘‘Communists.”’ 
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It is true that in the Latin American countries there are Communists, and that 
there exist here and there more or less organized Communist Parties, some legal, 
most of them illegal. That is a purely domestic question for each country to 
resolve. And it is no less true that the Latin American Communists are ener- 
getically opposed to the United States policy of economic subjugation and support 
for the native dictatorships. What is not true is that the Communist Parties of 
the Hispano-American countries, fiercely pursued by the dictators, forced into the 
most rigorous clandestinity, and with their leaders and activists buried in jail, 
are strong enough to move Hispano-American public opinion against the imperial- 
istic policy of the United States, nor alone to ruin the official tour of Mr. Nixon. 
If the Hispano-American Communist Parties were as strong as Mr. Nixon supposes, 
the reality in our mestizo America would be different. The Communists are a 
factor in the struggle for liberation of the Hispanic nations of the continent but 
not the only factor. Elemental reasons of national patriotism compel the bour- 
geois parties and the petty bourgeoisie of the continent to coincide in their pro- 
grams with the Communists. 

The incidents in Montevideo, Buenos Aires, Lima, Quito, Bogotaé, and Caracas 
are not the product of Communist agitation. They are the spontaneous result 
of the movement for economic and political liberation of our peoples. These 
incidents demonstrate something other than simple Communist agitation—the 
final and total failure of colonialist-type inter-American relations which have pre- 
vailed to the present, and which to the Hispanic nations are still translated in 
terms of economic servitude and political despotism. 

This long-existent reality has acquired over the past 10 years particular em- 
phasis. During the period when the cold war was threatening to break out into 
open war, the leaders of official American policy made a fatal error in judgment. 
They thought that the democratic governments which the Latin American nations 
has allowed to take root during the Second World War and which were supported 
by popular parties, would be an obstacle in the development of their war plans. 
About that time something unheard of happened. Almost simultaneously those 
governments were overthrown and replaced by bloodly dictatorships, which were 
docile to the plans of the Departments of State and War of the United States. 
This was the tragic era of Chapita, Perez Jimenez, Batista, Odria, Castillo Armas, 
Rojas Pinilla, Somoza, and the other sword-waving rulers placed or sustained in 
power in order to guarantee the development of the war plans of the United 
States. The Conference of Heads of State which was held in Panama was elo- 
quent testimony of this policy. Only in that way could the American Govern- 
ment give the world the impression of an America united around its war plans. 
But no one was deceived with that bloody farce. It might be said that, with 
the exceptions of Mexico and Uruguay, the Panama meeting was not a meeting 
of the heads of state but rather the dictators who did not have their support of 
their peoples. 

The inter-American policy of the United States has attempted to persuade 
us that the economic interests of the United States monopolies coincide with 
the spiritual and material interests of the Hispanic nations. The task of the 
pan-Americanists in Washington has been in vain. Our nations become more 
and more awakened each day to the fact that their spiritual and material interests 
have nothing to do with those of the United States monopolies. Such a dramatic 
contradiction has led us to the supreme conviction that the English-speaking 
and Spanish-speaking nations of America do not form a single, identical world, 
but two distinct worlds, each with its own interests, history and destiny. The 
racial origins, the historical peculiarities, the process of their formation as repub- 
lics and the feeling of their role in the world indicate different destinies for each 
of the two portions of America. There is a profound difference between the 
North American temperament and that of the Hispanic nations of the continent. 
This difference may be examined taking as a unit of measure the word “liberty.” 
To the North American liberty means fundamentally the will to empire and 
domination, which is nothing more than the manifest destiny of which their 
statesmen have spoken. On the other hand, to the Hispanic-Americans liberty 
means the heroic will to survive and to be faithful to our particular historical 
destiny. The United States policy of twisting the historical destiny of the 
Hispanic nations of the continent has not failed to produce results. Suspicion, 
mistrust and even resentment are the well-earned fruits of this policy which at 

resent our nations have personalized in Vice President Nixon and Secretary of 
tate Foster Dulles. The reason for the failure of Nixon’s trip must be sought 
in that historically logical reaction. Our peoples desire national sovereignty, 
true economic and political independence, democracy, liberty, and peace at home 
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and abroad. But, in the eyes of our peoples, Nixon personifies the negation of 
these old and deep-rooted ideals. For that reason he was received everywhere 
as a less than welcome guest. 

The failure of Mr. Nixon’s trip through South America signifies the failure of a 
whole unhealthy system of inter-American colonial-type relations which have 
been based almost exclusively on economic subjugation and political despotism. 
The present crisis has 4 deep meaning and only one solution: a new type of 
relationship between the Americas which excludes definitively and forever, 


economic, spiritual, and material colonialism in the Hispanic nations of the 
continent. 


(Printed from El Nacional, May 10, 1958.) 
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